110TH CONGRESS REPORT
1st Session HOUSE OF REPRESENTATIVES 110-437

UPDATE AND IMPROVE THE CODIFICATION OF TITLE 46,
UNITED STATES CODE

NOVEMBER 8, 2007.—Referred to the House Calendar and ordered to be printed

Mr. CONYERS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany H.R. 3387]

[Including cost estimate of the Congressional Budget Office]

The Committee on the Judiciary, to whom was referred the bill
(H.R. 3387) to update and improve the codification of title 46,
United States Code, having considered the same, reports favorably
thereon with amendments and recommends that the bill as amend-
ed do pass.
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THE AMENDMENTS

The amendments are as follows:
Page 2, line 2, strike “(a) IN GENERAL.—.

Page 2, strike lines 13 and 14.
69-006
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Page 2, strike line 16 through page 3, line 13 and insert the fol-
lowing:
(a) AMENDMENT.—Section 30104 of title 46, United States Code, is amended by—

(1) striking “(a) CAUSE OF ACTION.—”; and
(2) striking subsection (b).

Page 3, line 14, strike “(¢c)” and insert “(b)”.
Page 11, line 18, insert “such” before “section”.

Page 12, after line 2, insert the following:

(D) Subsection (h)(1) of such section 54101 is amended by striking “632)” and
inserting “632))”.

Page 12, line 3, strike “(D)” and insert “(E)”.

Page 17, line 25, strike “subparagraph (A)” and insert “para-
graph (1)”.

Page 21, line 11, strike “App. U.S.C.” and insert “U.S.C. App.”.
Page 21, line 14, strike “App. U.S.C.” and insert “U.S.C. App.”.

Page 22, after line 3, insert the following:

(d) LARGE PASSENGER VESSEL CREW REQUIREMENTS.—Section 8103(k)(3)(C)(iv) of
title 46, United States Code, is amended by inserting “and section 252 of the Immi-
gration and Nationality Act (8 U.S.C. 1282)” after “of such section”.

PURPOSE AND SUMMARY

The purpose of H.R. 3387 is to update and improve the codifica-
tion of title 46, United States Code. It was prepared by the Law
Revision Counsel of the House of Representatives in accordance
with 2 U.S.C. 285b.

BACKGROUND AND NEED FOR THE LEGISLATION

On October 6, 2006, Congress enacted Public Law 109-304,
which was an Act to complete the codification of title 46, United
States Code, “Shipping”, as positive law. As with all codification
laws, that law restated and replaced existing law as in effect on a
particular date, in this case April 30, 2005. It also provided that
any amendments after that date to the provisions being replaced
shall be given superseding effect. See section 18(a) of Public Law
109-304 (120 Stat. 1709).

After that so-called “cutoff date”, Congress amended certain of
the provisions being replaced. Thus, those amendments do not ap-
pear in the newly codified version of those provisions. This bill up-
dates the newly codified version to reflect those subsequent amend-
ments. It also makes certain improvements based on public com-
ments that were submitted too late to be reflected in Public Law
109-304 and makes technical corrections to that law.

Except for the changes reflecting post-codification enactments to
the laws codified in title 46, the provisions of this bill are not in-
tended to make any substantive changes to the laws now codified
in that title. Like the codification itself, these changes are intended
to restate the law without substantive change, including applicable
case law interpreting the earlier, pre-codification provisions. In a
few instances, changes herein respond to comments, received too
late to be incorporated into the codification, recommending clari-
fications to more clearly reflect the prior law.
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HEARINGS
No hearings were held on H.R. 3387.

COMMITTEE CONSIDERATION

On October 10, 2007, the Committee met in open session and or-
dered the bill H.R. 3387 favorably reported with amendments, by
a voice vote, a quorum being present.

COMMITTEE VOTES

In compliance with clause 3(b) of rule XIII of the Rules of the
House of Representatives, the Committee notes that there were no
recorded votes during the Committee consideration of H.R. 3387.

COMMITTEE OVERSIGHT FINDINGS

In compliance with clause 3(c)(1) of rule XIII of the Rules of the
House of Representatives, the Committee reports that the findings
and recommendations of the Committee, based on oversight activi-
ties under clause 2(b)(1) of rule X of the Rules of the House of Rep-
resentatives, are incorporated in the descriptive portions of this re-
port.

NEW BUDGET AUTHORITY AND TAX EXPENDITURES

Clause 3(c)(2) of rule XIII of the Rules of the House of Represent-
atives is inapplicable because this legislation does not provide new
budgetary authority or increased tax expenditures.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

In compliance with clause 3(c)(3) of rule XIII of the Rules of the
House of Representatives, the Committee sets forth, with respect to
the bill, H.R. 3387, the following estimate and comparison prepared
by the Director of the Congressional Budget Office under section
402 of the Congressional Budget Act of 1974:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, October 22, 2007

Honorable John Conyers Jr.
Chairman

Committee on the Judiciary
U.S. House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

The Congressional Budget Office has prepared the enclosed cost
estimate for H.R. 3387, a bill to update and improve the codifica-
tion of title 46, United States Code.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Deborah Reis, who can
be reached at 226-2860.

Sincerely,

PETER R. ORSzAG
Enclosure



cc: Honorable Lamar S. Smith
Ranking Member

H.R. 3387—A bill to update and improve the codification of title 46,
United States Code

As ordered reported by the House Committee on the Judiciary on
October 10, 2007

H.R. 3387 would update and amend the codification of title 46,
United States Code, and would make technical changes to various
shipping laws enforced by the Maritime Administration and the
U.S. Coast Guard. CBO estimates that enacting this legislation
would result in no cost to the federal government and would not
affect direct spending or revenues.

H.R. 3387 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act and would
impose no cost on state, local, or tribal governments.

On August 24, 2007, CBO transmitted a cost estimate for S.
1778, the Maritime Administration Authorities Act of 2007, as or-
dered reported by the Senate Committee on Commerce, Science,
and Transportation on July 19, 2007. The provisions of H.R. 3387
are nearly identical to those of title II of S. 1778, and CBO’s esti-
mate of the costs of both versions is the same.

The CBO staff contact for this estimate is Deborah Reis, who can
be reached at 226-2860. This estimate was approved by Theresa
Gullo, Deputy Assistant Director for Budget Analysis.

PERFORMANCE GOALS AND OBJECTIVES

In compliance with clause 3(c)(4) of rule XIII of the Rules of the
House of Representatives, the Committee reports that the bill, H.R.
3387, updates and improves the codification of title 46, United
States Code.

CONSTITUTIONAL AUTHORITY STATEMENT

Pursuant to clause 3(d)(1) of rule XIII of the Rules of the House
of Representatives, the Committee finds the authority for this legis-
lation in article I, section 8 of the Constitution.

ADVISORY ON EARMARKS

In accordance with clause 9 of rule XXI of the Rules of the House
of Representatives, H.R. 3387 does not contain any congressional
earmarks, limited tax benefits, or limited tariff benefits as defined
in clause 9(d), 9(e), or 9(f) of rule XXI.

SECTION-BY-SECTION ANALYSIS
SECTION 1—TABLE OF CONTENTS
Section 1 provides a table of contents.
SECTION 2—PURPOSE

Section 2 provides a statement of purpose.
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SECTION 3—PERSONAL INJURY TO OR DEATH OF SEAMEN

Section 3 repeals the venue provision for legal actions based on
the injury or death of a seaman in the course of employment, now
found in subsection (b) of 46 U.S.C 30104, as codified by Public
Law 109-304. Section 30104 was intended as a codification without
substantive change of section 20(a) of the Act of March 4, 1915, as
amended by section 33 of the Act of June 5, 1920 (former 46 U.S.C.
App. 688(a)), commonly known as the Jones Act. This subsection is
being repealed to make clearer that the prior law regarding venue,
including the holding of Pure Oil Co. v. Suarez, 384 U.S. 202 (1966)
and cases following it, remains in effect, so that the action may be
brought wherever the seaman’s employer does business. Because
the codified provision could be read to be inconsistent with that
holding, the Committee believes it should be repealed, retroactive
to the date of codification, to ensure that the codification has not
inadvertently resulted, even temporarily, in a substantive change.

Subsection (a) of codified section 30104 is left unchanged. Similar
language in the earlier, pre-codification statute was interpreted to
provide that seamen and their survivors not only could elect to
bring an action at law, with right of trial by jury, but also retained
an option to proceed in admiralty. E.g., Panama R.R. Co. v. John-
son, 264 U.S. 375 (1924). This interpretation, like other case law
interpreting the earlier provision, remains applicable to the codi-
fied provision. Because the codified provision, like the earlier stat-
ute, is not inconsistent with this interpretation, the Committee be-
lieves it unnecessary to make any further clarification.

SECTION 4—AMENDMENTS TO CHAPTER 537 BASED ON PUBLIC LAW
109—-163

Section 4 updates chapter 537 of title 46, United States Code, re-
lating to ship mortgage loans and guarantees, to reflect the amend-
ments made by section 3507 of the National Defense Authorization
Act for Fiscal Year 2006 (Public Law 109-163).

SECTION 5—ADDITIONAL AMENDMENTS BASED ON PUBLIC LAW 109-163

Section 5 updates various provisions codified in title 46, United
States Code, to reflect the amendments made by sections 515(g)(2),
3502, 3509, and 3510 of the National Defense Authorization Act for
Fiscal Year 2006 (Public Law 109-163). It also adds a new section
54101 to title 46 based on section 3506 of that Act.

SECTION 6—AMENDMENTS BASED ON PUBLIC LAW 109—171

Section 6 updates section 60301 of title 46, United States Code,
to reflect the amendments made by section 4001 of the Deficit Re-
duction Act of 2005 (Public Law 109-171).

SECTION 7—AMENDMENTS BASED ON PUBLIC LAW 109—241

Section 7 updates various provisions codified in title 46, United
States Code, to reflect the amendments made by sections 303, 307,
308, 310, 901(q), and 902(o) of the Coast Guard and Maritime
Transportation Act of 2006 (Public Law 109-241).
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SECTION 8—AMENDMENTS BASED ON PUBLIC LAW 109—364

Section 8 updates cross references in section 1017(b)(2) of the
John Warner National Defense Authorization Act for Fiscal Year
2007 (Public Law 109-364, 10 U.S.C. 2631 note) to reflect the codi-
fication in title 46, United States Code, of the provisions ref-
erenced.

This section also updates various provisions codified in title 46,
United States Code, to reflect the amendments made by sections
3505, 3506, 3508, and 3510(a) and (b) of that Act.

SECTION 9—MISCELLANEOUS AMENDMENTS

Subsection (a) deletes the reference to Canton Island in section
55101(b) of title 46, United States Code, because Canton Island is
no longer a territory or possession of the United States.

Subsection (b) amends section 55110 of title 46, United States
Code, to improve the heading.

SECTION 10—APPLICATION OF SUNSET PROVISION TO CODIFIED
PROVISION

Section 301(a)(2)(E) of the Jobs and Growth Tax Relief Reconcili-
ation Act of 2003 (Public Law 108-27) amended the second sentence
of section 607(h)(6)(A) of the Merchant Marine Act, 1936 (former 46
U.S.C. App. 1177(h)(6)(A)), by striking “20 percent” and inserting
“15 percent”. However, section 303 of that amending law provided
that the amendment shall not apply to taxable years beginning
after December 31, 2008, and that the Internal Revenue Code of
1986 shall be applied to such years as if the amendment had never
been enacted. The second sentence of section 607(h)(6)(A) of the
Merchant Marine Act, 1936, was codified in section 53511(f)(2) of
title 46, United States Code. The purpose of this section is to en-
sure that the tax rate in section 53511(f)(2) is the same as it would
have been under former section 607(h)(6)(A). This section does not
amend section 53511(f)(2) directly in case of any further amend-
ment to section 303 of Public Law 108-27.

SECTION 11—TECHNICAL CORRECTIONS

Subsections (a) to (c) make technical corrections to Public Law
109-304 and to provisions enacted or amended by that law.

Subsection (d) amends section 8103(k)(3)(C)(iv) of title 46, United
States Code, to clarify that the provision applies notwithstanding
the section added to the cross reference.

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

As required by clause 3(e) of rule XIII of the Rules of the House
of Representatives, changes in existing law proposed by the bill are
shown below. Existing law to be stricken is shown in strikeout, new
law to be inserted is shown in italic, and existing law in which no
change is proposed is shown in roman.
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Title 46, United States Code

ko sk

Subtitle II—Vessels and Seamen

k ok ok

PART A—GENERAL PROVISIONS

k ok ook

CHAPTER 21—GENERAL

Sec.

k ok ok

PART F—MANNING OF VESSELS

k ok ook

CHAPTER 81—GENERAL

ko sk

§8103. Citizenship and Navy Reserve requirements

ko sk

(k) CREW REQUIREMENTS FOR LARGE PASSENGER VESSELS.—

ko sk

(3) SPECIAL RULES FOR CERTAIN LICENSED SEAMEN.—

ko sk

(C) STATUS, DOCUMENTATION, AND EMPLOYMENT.—An
unlicensed seaman described in subparagraph (C) or (D) of
paragraph (1) of this subsection—

koK ook

(iv) may be employed for a period of service on board
not to exceed 36 months in the aggregate as a non-
immigrant crewman described in section
101(a)(15)(D)(i) of the Immigration and Nationality
Act (8 U.S.C. 1101(a)(15)(D)(1)) on vessels engaged in
domestic voyages notwithstanding the departure re-
quirements and time limitations of such section and
section 252 of the Immigration and Nationality Act (8
U.S.C. 1282) and the regulations and rules promul-
gated thereunder.
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ko sk

PART H—IDENTIFICATION OF VESSELS

ko ok

CHAPTER 121—DOCUMENTATION OF VESSELS

koK ook

§12111. Registry endorsement

k ok ok

(d) AcTiviTIES INVOLVING MOBILE OFFSHORE DRILLING UNITS.—

(1) IN GENERAL.—Only a vessel for which a certificate of doc-

umentation with a registry endorsement is issued may engage
in—

(A) the setting, relocation, or recovery of the anchors or
other mooring equipment of a mobile offshore drilling unit
that is located over the outer Continental Shelf (as defined
in section 2(a) of the Outer Continental Shelf Lands Act (43
U.S.C. 1331(a))); or

(B) the transportation of merchandise or personnel to or
from a point in the United States from or to a mobile off-
shore drilling unit located over the outer Continental Shelf
that is not attached to the seabed.

(2) COASTWISE TRADE NOT AUTHORIZED.—Nothing in para-
graph (1) authorizes the employment in the coastwise trade of
a vessel that does not meet the requirements of section 12112 of
this title.

ko sk

§12113. Fishery endorsement

k ok ok

(g) VESSELS PURCHASED THROUGH FISHING CAPACITY REDUCTION
PROGRAM.—A vessel purchased by the Secretary of Commerce
through a fishing capacity reduction program under the Magnuson-
Stevens Fishery Conservation and Management Act (16 U.S.C.
1801 et seq.) or section 308 of the Interjurisdictional Fisheries Act
of 1986 (16 U.S.C. 4107) is not eligible for a fishery endorsement,
and any fishery endorsement issued for that vessel is invalid.

k ok ok

§12131. Command of documented vessels

(a) IN GENERAL.—Except as provided in subsection (b), a docu-
mented vessel may be placed under the eommmand command only
of a citizen of the United States.

ko sk

§12139. Reports

(a) IN GENERAL.—To ensure compliance with this chapter and
laws governing the qualifications of vessels to engage in the coast-
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wise trade and the fisheries, the Secretary may require owners,
masters, and charterers charterers, and mortgagees of documented
vessels to submit reports in any reasonable form and manner the
Secretary may prescribe.

k ok ok

Subtitle III—Maritime Liability

ko sk

CHAPTER 301—GENERAL LIABILITY PROVISIONS

k ok ok

§30104. Personal injury to or death of seamen

) Eatst oF Aerton— A seaman injured in the course of em-
ployment or, if the seaman dies from the injury, the personal rep-
resentative of the seaman may elect to bring a civil action at law,
with the right of trial by jury, against the employer. Laws of the
United States regulating recovery for personal injury to, or death
of, a railway employee apply to an action under this section.

b VENtE—An aetion ander this seetion shall be broueht 1 the judietal

cistriet 1 which the emplover resides or the emplover’s prinetpal offtee is
loeated:

ko sk

Subtitle V—Merchant Marine

k ok ok

PART C—FINANCIAL ASSISTANCE PROGRAMS

“531. Maritime Security Fleet ...,
“533. Construction Reserve Funds ...
“535. Capital Construction Funds .....................coocooiiiiiiiiiii
“537. Loans and Guarantees .......................oooiiiiiiiiiiiiiieaenanann.
“539. War Risk InSurance ......................ccccoooooiiiiiiiicceceeeeeeeeee

541. Miscell@neous .......................ccccoocooviviiiiviiiiiieieiieieeeeeeee e

k ok ok

PART B—MERCHANT MARINE SERVICE

ko sk

CHAPTER 513—UNITED STATES MERCHANT MARINE
ACADEMY

Sec.
51311. Midshipman status in the Navad Navy Reserve.
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ko sk

§51306. Cadet commitment agreements

(a) AGREEMENT REQUIREMENTS.—A citizen of the United States
appointed as a cadet at the United States Merchant Marine Acad-
emy must sign, as a condition of the appointment, an agreement
to—

k ok ok

(4) apply for, and accept if tendered, an appointment as a
commissioned officer in the Naval Navy Reserve (including the
Merchant Marine Reserve, Nawval Navy Reserve), the Coast
Guard Reserve, or any other reserve unit of an armed force of
the United States, and, if tendered the appointment, to serve
for at least 6 years after graduation from the Academy;

k ok ok

(e) ALTERNATE SERVICE.—

(1) SERVICE AS COMMISSIONED OFFICER.—An individual who,
for the 5-year period following graduation from the Academy,
serves as a commissioned officer on active duty in an armed
force of the United States or as a commissioned officer of the
National Oceanic and Atmospheric Administration or the Pub-
lic Health Service shall be excused from the requirements of
subsection (a)(3)—(5).

(2) MODIFICATION OR WAIVER.—The Secretary may modify or
waive any of the terms and conditions set forth in subsection (a)
through the imposition of alternative service requirements.

(f) SERVICE OBLIGATION PERFORMANCE REPORTING REQUIRE-
MENT.—

(1) IN GENERAL.—Subject to any otherwise applicable restric-
tions on disclosure in section 552a of title 5, the Secretary of
Defense, the Secretary of the department in which the Coast
Guard is operating, the Administrator of the National Oceanic
and Atmospheric Administration, and the Surgeon General of
the Public Health Service—

(A) shall report the status of obligated service of an indi-
vidual graduate of the Academy upon request of the Sec-
retary; and

(B) may, in their discretion, notify the Secretary of any
failure of the graduate to perform the graduate’s duties, ei-
ther on active duty or in the Ready Reserve component of
their respective service, or as a commissioned officer of the
National Oceanic and Atmospheric Administration or the
Public Health Service, respectively.

(2) INFORMATION TO BE PROVIDED.—A report or notice under
paragraph (1) shall identify any graduate determined to have
failed to comply with service obligation requirements and pro-
vide all required information as to why such graduate failed to
comply.

(3) CONSIDERED AS IN DEFAULT.—Upon receipt of such a re-
port or notice, such graduate may be considered to be in default
of the graduate’s service obligations by the Secretary, and sub-



11

Ject to all remedies the Secretary may have with respect to such
a default.

§51307. Places of training

The Secretary of Transportation may provide for the training of
cadets at the United States Merchant Marine Academy—

(1) on vessels owned or subsidized by the United States Gov-
ernment;

(2) on other documented vessels, with the permission of the
owner; and

(3) in shipyards or plants and with industrial or educational
organizations- ; and

(4) on any other vessel considered by the Secretary to be nec-
essary or appropriate or in the national interest.

ko sk

§51311. Midshipman status in the Naval Navy Reserve

(a) APPLICATION REQUIREMENT.—Before being appointed as a
cadet at the United States Merchant Marine Academy, a citizen of
the United States must agree to apply for midshipman status in
the Navat Navy Reserve (including the Merchant Marine Reserve,
Navat Navy Reserve).

(b) APPOINTMENT.—

(1) IN GENERAL.—A citizen of the United States appointed as
a cadet at the Academy shall be appointed by the Secretary of
the Navy as a midshipman in the Naval Navy Reserve (includ-
ing the Merchant Marine Reserve, Naval Navy Reserve).

(2) RIGHTS AND PRIVILEGES.—The Secretary of the Navy shall
provide for cadets of the Academy who are midshipmen in the
United States Navat Navy Reserve to be—

koK ook

CHAPTER 515—STATE MARITIME ACADEMY SUPPORT

PROGRAM
See.
51511. Midshipman status in the Naval Navy Reserve.
ok ok

§51504. Use of training vessels

k ok ok

Hy Tk Cosrs he Seerebtts Hite pay to o Stete tibitine aendens
%%%MM%&WMW%%MMM
Hrrrtes

§3) FUEL CoSTS.—

(1) IN GENERAL.—Subject to the availability of appropria-
tions, the Secretary shall pay to each State maritime academy
the costs of fuel used by a vessel provided under this section
while used for training.




12

(2) MAXIMUM AMOUNTS.—The amount of the payment to a
State maritime academy under paragraph (1) may not exceed—
(A) $100,000 for fiscal year 2006;
(B) $200,000 for fiscal year 2007; and
(C) $300,000 for fiscal year 2008 and each fiscal year
thereafter.

k ok ok

§51505. Annual payments for maintenance and support

k ok ok

(b) PAYMENTS.—

k ok ok

(2) MAxiMUM.—The amount under paragraph (1) may not be
more than $25,000. However, if the academy satisfies section
51506(b) of this title, the amount shall be—

(A) $100,000 for a State maritime academy; and

(B) $200:000 $300,000 for fiscal year 2006, $400,000 for
fiscal year 2007, and $500,000 for fiscal year 2008 and
each fiscal year thereafter for a regional maritime acad-
emy.

k ok ook

§51509. Student incentive payment agreements

k ok ook

(c) MpstPdaNy a¥p ENLISTED RESERVE STATUS.—An agreement
under this section shall require the student to accept midshipman
and enlisted reserve status in the Naval Navy Reserve (including the
Merchant Marine Reserve, Naval Navy Reserve) or the Coast Guard
Reserve before receiving any payments under the agreement.

(d) AGREEMENT REQUIREMENTS.—An agreement under this sec-
tion shall require the student to—

k ok ook

(4) accept, if tendered, an appointment as a commissioned of-
ficer in the Naval Navy Reserve (including the Merchant Ma-
rine Reserve, Naval Navy Reserve), the Coast Guard Reserve,
or any other reserve unit of an armed force of the United
States, and, if tendered the appointment, to serve for at least
6 years after graduation from the academy;

k ok ok

§51511. Midshipman status in the Naval Navy Reserve

A citizen of the United States attending a State maritime acad-
emy may be appointed by the Secretary of the Navy as a mid-
shipman in the Naval Navy Reserve (including the Merchant Ma-
rine Reserve, Naval Navy Reserve).
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ko sk

CHAPTER 517—OTHER SUPPORT FOR MERCHANT
MARINE TRAINING

k ok ok

§51701. United States Maritime Service

(a) GENERAL AUTHORITY.—The Secretary of Transportation may
establish and maintain a voluntary organization, to be known as
the United States Maritime Service, for the training of citizens of
the United States to serve on merchant vessels of the United
States and to perform functions to assist the United States mer-
chant marine, as determined necessary by the Secretary.

sk ock ok
CHAPTER 519—MERCHANT MARINE AWARDS
See.

51907, Provision of decorations, medals, and replacements.

kok ok
§$ 51907 Manufaeture and sale of awards and replacements
The Seeretary of Transportation may—

§51907. Provision of decorations, medals, and replacements

The Secretary of Transportation may provide—
(1) the decorations and medals authorized by this chapter
and replacements for those decorations and medals; and
(2) replacements for decorations and medals issued under a
prior law.

§51908. Prohibition against wunauthorized manufacture,
sale, possession, or display of awards

(a) PROHIBITION.—Except as authorized under this ehapter by this
chapter or the Secretary of Transportation, a person may not manu-
facture, sell, possess, or display a decoration or medal provided for
in this chapter.
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ko sk

PART C—FINANCIAL ASSISTANCE PROGRAMS

k ok ok

CHAPTER 531—MARITIME SECURITY FLEET

k ok ok

§53105. Obligations and rights under operating agreements

k ok ok

(e) TRANSFER OF OPERATING AGREEMENTS.—

ko sk

(2) LiMITATION.—The Secretary of Defense may not approve
under paragraph (1) transfer of an operating agreement to a
person that is not a citizen of the United States under seetion
2 of the Shipping Aet; 1916 (46 HS:6: App- 862); section 50501 of
this title unless the Secretary of Defense determines that there
is no person who is a citizen of the United States under such
section and is interested in obtaining the operating agreement
for a vessel that is otherwise eligible to be included in the
Fleet under section 53102(b) and meets the requirements of
the Department of Defense.

koK ok

CHAPTER 537—LOANS AND GUARANTEES

SUBCHAPTER I—GENERAL

See.
53701.  Definitions.
53702. General authority.
53703. Application procedures.
53704. TIFunding limits.
53705. Pledge of United States Government.
53706. Eligible purposes of obligations.
53707. TIindings related to obligors and operators.
53708. Findings related to economic soundness.
53709. Amount of obligations.
53710. Contents of obligations.
53711. Security interest.
53712. Monitoring financial condition and operations of obligor.
53713.  Administrative fees.
53714. Guarantee fees.
53715.  Escrow fund.
53716.  Deposit fund.
53717. Management of funds in the Treasury.
53718. Annual report to Congress.

SUBCHAPTER II—DEFAULT PROVISIONS
21. Rights of obligee.
22, Actions by Secretary or Administrator.
23.  Payments by Secretary or Administrator and issuance of obligations.
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724. Rights to secured property.
25.  Actions against obligor.
SUBCHAPTER III—PARTICULAR PROJECTS
31.  Commercial demonstration ocean thermal energy conversion facilities and plantships.
32. Eligible export vessels.
33.  Shipyard modernization and improvement.
34.  Replacement of vessels because of changes in operating standards.
3735.  Fisheries financing and capacity reduction.

SUBCHAPTER I—GENERAL

§53701. Definitions

In this chapter:
f(1) ACTUAL COST.—The term “actual cost” means the sum
0 —

(A) all amounts paid by or for the account of the obligor
as of the date on which a determination is made under sec-
tion 53715(d)(1) of this title; and

(B) all amounts that the Secretary or Administrator rea-
sonably estimates the obligor will become obligated to pay
from time to time thereafter, for the construction, recon-
struction, or reconditioning of the vessel, including guar-
antee fees that will become payable under section 53714 of
this title in connection with all obligations issued for con-
struction, reconstruction, or reconditioning of the vessel or
equipment to be delivered, and all obligations issued for
the delivered vessel or equipment.

(2) ADMINISTRATOR.—The term “Administrator” means the
Administrator of the Maritime Administration.

{2y (3) CONSTRUCTION, RECONSTRUCTION, AND RECONDI-
TIONING.—The terms “construction”, “reconstruction”, and “re-
conditioning” include designing, inspecting, outfitting, and
equipping.

3> (4) DEPRECIATED ACTUAL COST.—The term “depreciated
actual cost” of a vessel means—

(A) if the vessel was not reconstructed or reconditioned,
the actual cost of the vessel depreciated on a straight line
basis over the useful life of the vessel as determined by the
Secretary or Administrator, not to exceed 25 years from
the date of delivery by the builder; or

(B) if the vessel was reconstructed or reconditioned, the
sum of—

(i) the actual cost of the vessel depreciated on a
straight line basis from the date of delivery by the
builder to the date of the reconstruction or recondi-
tioning, using the original useful life of the vessel, and
from the date of the reconstruction or reconditioning,
using a useful life of the vessel determined by the Sec-
retary or Administrator; and

(i) any amount paid or obligated to be paid for the
reconstruction or reconditioning, depreciated on a
straight line basis using a useful life of the vessel de-
termined by the Secretary or Administrator.

) (5) ELIGIBLE EXPORT VESSEL.—The term “eligible export
vessel” means a vessel that—
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(A) is constructed, reconstructed, or reconditioned in the
United States for use in world-wide trade; and

(B) will, on delivery or redelivery, become or remain doc-
umented under the laws of a country other than the
United States.

{5} (6) FISHERY FACILITY.—

(A) IN GENERAL.—Subject to subparagraph (B), the term
“fishery facility” means—

(i) for operations on land—

(I) a structure or appurtenance thereto designed
for the unloading and receiving from vessels, the
processing, the holding pending processing, the
distribution after processing, or the holding pend-
ing distribution, of fish from a fishery;

(IT) the land necessary for the structure or ap-
purtenance; and

(III) equipment that is for use with the struc-
ture or appurtenance and that is necessary for
performing a function referred to in subclause (I);

(i) for operations not on land, a vessel built in the
United States and used for, equipped to be used for,
or of a type normally used for, the processing of fish;
or

(iii) for aquaculture, including operations on land or
elsewhere—

(I) a structure or appurtenance thereto designed
for aquaculture;

(IT) the land necessary for the structure or ap-
purtenance;

(ITT) equipment that is for use with the struc-
ture or appurtenance and that is necessary for
performing a function referred to in subclause (I);
and

(IV) a vessel built in the United States and used
for, equipped to be used for, or of a type normally
used for, aquaculture.

(B) REQUIRED OWNERSHIP.—Under subparagraph (A),
the structure, appurtenance, land, equipment, or vessel
must be owned by—

(i) an individual who is a citizen of the United
States; or

(i) an entity that is a citizen of the United States
under section 50501 of this title and that is at least
75 percent owned (as determined under that section)
by citizens of the United States.

3 (7) FISHING VESSEL.—The term “fishing vessel” has the
meaning given that term in section 3 of the Magnuson-Stevens
Fishery Conservation and Management Act (16 U.S.C. 1802),
and any reference in this chapter to a vessel designed prin-
cipally for commercial use in the fishing trade or industry is
deemed to be a reference to a fishing vessel.

£ (8) MORTGAGE.—The term “mortgage” includes—

(A) a preferred mortgage as defined in section 31301 of
this title; and
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(B) a mortgage on a vessel that will become a preferred
mortgage when filed or recorded under chapter 313 of this
title.

£33 (9) OBLIGATION.—The term “obligation” means an instru-
ment of indebtedness issued for a purpose described in section
53706 of this title, except—

(A) an obligation issued by the Secretary or Adminis-
trator under section 53723 of this title; and

(B) an obligation eligible for investment of funds under
section 53715(f) or 53717 of this title.

9} (10) OBLIGEE.—The term “obligee” means the holder of an
obligation.

63 (11) OBLIGOR.—The term “obligor” means a party pri-
marily liable for payment of the principal of or interest on an
obligation.

41 (12) OCEAN THERMAL ENERGY CONVERSION FACILITY OR
PLANTSHIP.—The term “ocean thermal energy conversion facil-
ity or plantship” means an at-sea facility or vessel, whether
mobile, floating unmoored, moored, or standing on the seabed,
that uses temperature differences in ocean water to produce
electricity or another form of energy capable of being used di-
rectly to perform work, and includes—

(A) equipment installed on the facility or vessel to use
the electricity or other form of energy to produce, process,
refine, or manufacture a product;

(B) a cable or pipeline used to deliver the electricity,
freshwater, or product to shore; and

(C) other associated equipment and appurtenances of the
facility or vessel to the extent they are located seaward of
the h1gh Water mark

H24 5 S he term “Seeretary Hreahs—

& t—he %eefet-&ﬁ of Cotteree swith respeet to fishite vessels
aned fishery faethittes; and

B the Seepetaty of Pratsportation with respeet to other ves-
sels and eeneral shipvard faectlittes {as defined 1 seetion 5333 (e}
of this t—rt-}e-)—

(13) SECRETARY.—The term “Secretary” means the Secretary
of Commerce with respect to fishing vessels and fishery facili-
ties.

33y (14) VESSEL.—The term “vessel” means any type of ves-
sel, whether in existence or under construction, including—

(A) a cargo vessel;

(B) a passenger vessel;

(C) a combination cargo and passenger vessel,

(D) a tanker;

(E) a tug or towboat;

(F) a barge;

(G) a dredge;

(H) a floating drydock with a capacity of at least 35,000
lifting tons and a beam of at least 125 feet between the
wing walls;

(I) an oceanographic research vessel;

(J) an instruction vessel,

(K) a pollution treatment, abatement, or control vessel,
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(L) a fishing vessel whose ownership meets the citizen-
ship requirements under section 50501 of this title for doc-
umenting vessels to operate in the coastwise trade; and

(M) an ocean thermal energy conversion facility or
plantship that is or will be documented under the laws of
the United States.

§53702. General authority

(a) IN GENERAL.—The Secretary or Administrator, on terms the
Secretary or Administrator may prescribe, may guarantee or make
a commitment to guarantee the payment of the principal of and in-
terest on an obligation eligible to be guaranteed under this chapter.
A guarantee or commitment to guarantee shall cover 100 percent
of the principal and interest.

(b) DIRECT LOANS FOR FISHERIES.—

(1) IN GENERAL.—Notwithstanding any other provision of
this chapter, any obligation involving a fishing vessel, fishery
facility, aquaculture facility, individual fishing quota, or fishing
capacity reduction program issued under this chapter after Oc-
tober 11, 1996, shall be a direct loan obligation for which the
Secretary shall be the obligee, rather than an obligation issued
to an obligee other than the Secretary and guaranteed by the
Secretary. A direct loan obligation under this subsection shall
be treated in the same manner and to the same extent as an
obligation guaranteed under this chapter except with respect to
provisions of this chapter that by their nature can only be ap-
plied to obligations guaranteed under this chapter.

(2) INTEREST RATE.—Notwithstanding any other provision of
this chapter, the annual rate of interest an obligor shall pay
on a direct loan obligation under this subsection is 2 percent
plus the additional percent the Secretary must pay as interest
to borrow from the Treasury the funds to make the loan.

§53703. Application procedures

(a) TIME FOR DECISION.—

(1) IN GENERAL.—The Secretary or Administrator shall ap-
prove or deny an application for a loan guarantee under this
chapter within 270 days after the date on which the signed ap-
plication is received by the Secretary or Administrator.

(2) EXTENSION.—On request by an applicant, the Secretary
or Administrator may extend the 270-day period in paragraph
(1) to a date not later than 2 years after the date on which the
signed application was received by the Secretary or Adminis-
trator.

(b) CERTIFICATION OF REVIEW.—The Secretary or Administrator
may not guarantee or make a commitment to guarantee an obliga-
tion under this chapter unless the Secretary or Administrator cer-
tifies that a full and fair consideration of all the regulatory require-
ments, including economic soundness and financial requirements
applicable to the obligor and related parties, and a thorough as-
sessment of the technical, economic, and financial aspects of the
loan application, has been made.
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§53704. Funding limits

(a) GENERAL LIMITATIONS.—The total unpaid principal amount of
obligations guaranteed under this chapter and outstanding at one
time may not exceed $12,000,000,000. Of that amount—

(1) $850,000,000 shall be limited to obligations related to
fishing vessels and fishery facilities; and

(2) $3,000,000,000 shall be limited to obligations related to
eligible export vessels.

(b) ADDITIONAL LIMITATIONS.—Additional limitations may not be
imposed on new commitments to guarantee loans for any fiscal
year, except in amounts established in advance by annual author-
ization laws. A vessel eligible for a guarantee under this chapter
may not be denied eligibility because of its type.

(¢) LiMITS BASED ON RISK FACTORS.—

(1) DEFINITION.—In this subsection, the term “cost” has the
meaning given that term in section 502 of the Federal Credit
Reform Act of 1990 (2 U.S.C. 661a).

(2) SYSTEM OF RISK CATEGORIES.—The Secretary or Adminis-
trator shall—

(A) establish, and update annually, a system of risk cat-
egories for obligations guaranteed under this chapter that
categorizes the relative risk of guarantees based on the
risk factors set forth in paragraph (4);

(B) determine annually for each risk category a subsidy
rate equivalent to the cost of obligations in the category,
expressed as a percentage of the amount guaranteed for
obligations in the category; and

(C) ensure that each risk category is comprised of loans
that are relatively homogeneous in cost and share charac-
teristics predictive of defaults and other costs, given the
facts known at the time of obligation or commitment, using
a risk category system that is based on historical analysis
of program data and statistical evidence concerning the
likely costs of defaults or other costs that are expected to
be associated with the loans in the category.

(3) USE OF SYSTEM.—

(A) PLACING OBLIGATION IN CATEGORY.—Before making a
guarantee under this chapter for an obligation, and annu-
ally for projects subject to a guarantee, the Secretary or
Administrator shall apply the risk factors specified in
paragraph (4) to place the obligation in a risk category es-
tablished under paragraph (2).

(B) REDUCTION OF AVAILABLE AMOUNT.—The Secretary
or Administrator shall consider the total amount available
to the Secretary or Administrator for making guarantees
under this chapter to be reduced by the amount deter-
mined by multiplying—

(i) the amount guaranteed under this chapter for an
obligation; by

(i1) the subsidy rate for the category in which the ob-
ligation is placed under subparagraph (A).

(C) ESTIMATED COST.—The estimated cost to the United
States Government of a guarantee under this chapter for
an obligation is deemed to be the amount determined
under subparagraph (B) for the obligation.
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(D) RESTRICTION ON FURTHER GUARANTEES.—The Sec-
retary or Administrator may not guarantee obligations
under this chapter after the total amount available to the
Secretary or Administrator under appropriations laws for
the cost of loan guarantees is considered to be reduced to
zero under subparagraph (B).

(4) RISK FACTORS.—The risk factors referred to in this sub-
section are—

(A) if applicable, the country risk for each eligible export
vessel financed or to be financed by an obligation;

(B) the period for which an obligation is guaranteed or
to be guaranteed;

(C) the amount of an obligation guaranteed or to be
guaranteed in relation to the total cost of the project fi-
nanced or to be financed by the obligation;

(D) the financial condition of an obligor or applicant for
a guarantee;

(E) if applicable, other guarantees related to the project;

(F) if applicable, the projected employment of each vessel
or equipment to be financed with an obligation;

(G) if applicable, the projected market that will be
served by each vessel or equipment to be financed with an
obligation;

(H) the collateral provided for a guarantee for an obliga-
tion;

(I) the management and operating experience of an obli-
gor or applicant for a guarantee;

(J) whether a guarantee under this chapter is or will be
in effect during the construction period of the project; and

(K) the concentration risk presented by an unduly large
percentage of loans outstanding by any one borrower or
group of affiliated borrowers.

§53705. Pledge of United States Government

(a) FuLL FArtH AND CREDIT.—The full faith and credit of the
United States Government is pledged to the payment of a guar-
antee made under this chapter, for both principal and interest, in-
cluding interest (as may be provided for in the guarantee) accruing
between the date of default under a guaranteed obligation and the
date of payment in full of the guarantee.

(b) INCONTESTABILITY.—A guarantee or commitment to guarantee
made under this chapter is conclusive evidence of the eligibility of
the obligation for the guarantee. The validity of a guarantee or
commitment to guarantee made under this chapter is incontest-
able.

§53706. Eligible purposes of obligations

(a) IN GENERAL.—To be eligible for a guarantee under this chap-
ter, an obligation must aid in any of the following:

(1)(A) Financing (including reimbursement of an obligor for
expenditures previously made for) the construction, reconstruc-
tion, or reconditioning of a vessel (including an eligible export
vessel) designed principally for research, or for commercial
use—

(1) in the coastwise or intercoastal trade;
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(i) on the Great Lakes, or on bays, sounds, rivers, har-
bors, or inland lakes of the United States;

(ii1) in foreign trade as defined in section 109(b) of this
title;

(iv) as an ocean thermal energy conversion facility or
plantship;

(v) as a floating drydock in the construction, reconstruc-
tion, reconditioning, or repair of vessels; or

(vi) as an eligible export vessel in worldwide trade.

(B) A guarantee under subparagraph (A) may not be made
more than one year after delivery of the vessel (or redelivery
if the vessel was reconstructed or reconditioned) unless the
proceeds of the obligation are used to finance the construction,
reconstruction, or reconditioning of a vessel or of facilities or
equipment related to marine operations.

(2) Financing (including reimbursement of an obligor for ex-
penditures previously made for) the construction, reconstruc-
tion, reconditioning, or purchase of a vessel owned by citizens
of the United States and designed principally for research, or
for commercial use in the fishing industry.

(3) Financing the purchase, reconstruction, or reconditioning
of a vessel or fishery facility—

(A) for which an obligation was guaranteed under this
chapter; and
(B) that, under subchapter II of this chapter—
(i) is a vessel or fishery facility for which an obliga-
tion was accelerated and paid,;
(ii) was acquired by the Federal Ship Financing
Fund or successor account under section 53717 of this
title; or
(iii) was sold at foreclosure begun or intervened in
by the Secretary or Administrator.

(4) Financing any part of the repayment to the United States
Government of any amount of a construction-differential sub-
sidy paid for a vessel.

(5) Refinancing an existing obligation (regardless of whether
guaranteed under this chapter) issued for a purpose described
in paragraphs (1)—(4), including a short-term obligation in-
curred to obtain temporary funds with the intention of refi-
nancing.

(6) Financing or refinancing (including reimbursement of an
obligor for expenditures previously made for) the construction,
reconstruction, reconditioning, or purchase of a fishery facility.

(7) Financing or refinancing (including reimbursement of an
obligor for expenditures previously made for) the purchase of
an individual fishing quota in accordance with section 303(d)(4)
of the Magnuson-Stevens Fishery Conservation and Manage-
ment Act (16 U.S.C. 1853(d)(4)).

(b) NON-VESSELS TREATED AS VESSELS.—An obligation guaran-
teed under subsection (a)(6) or (7) shall be treated, for purposes of
this chapter, in the same manner and to the same extent as an ob-
ligation that aids in financing the construction, reconstruction, re-
conditioning, or purchase of a vessel, except with respect to provi-
sions that by their nature can only be applied to vessels.
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(c¢) PRIORITIES FOR CERTAIN VESSELS.—

(1) VESSELS.—In guaranteeing or making a commitment to
guarantee an obligation under this chapter, the Administrator
shall give priority to—

(A) a vessel that is otherwise eligible for a guarantee and
is constructed with assistance under subtitle D of the Mari-
time Security Act of 2003 (46 U.S.C. 53101 note); and

(B) after applying subparagraph (A), a vessel that is oth-
erwise eligible for a guarantee and that the Secretary of De-
fense determines—

(i) is suitable for service as a naval auxiliary in time
of war or national emergency; and
(it) meets a shortfall in sealift capacity or capability.

(2) TIME FOR DETERMINATION.—The Secretary of Defense
shall determine whether a vessel satisfies paragraph (1)(B) not
later than 30 days after receipt of a request from the Adminis-
trator for such a determination.

§53707. Findings related to obligors and operators

(a) RESPONSIBLE OBLIGOR.—The Secretary or Administrator may
not guarantee or make a commitment to guarantee an obligation
under this chapter unless the Secretary or Administrator finds that
the obligor is responsible and has the ability, experience, financial
resources, and other qualifications necessary for the adequate oper-
ation and maintenance of each vessel that will serve as security for
the guarantee.

(b) OPERATORS OF LINER VESSELS.—The Seeretary of Fransportation
Administrator may not guarantee or make a commitment to guar-
antee a loan for the construction, reconstruction, or reconditioning
of a liner vessel under this chapter unless the Chairman of the
Federal Maritime Commission certifies that the operator of the ves-
sel has not been found by the Commission to have committed, with-
in the previous 5 years—

(1) a violation of part A of subtitle IV of this title that in-
volves unjust or unfair discriminatory treatment or undue or
unreasonable prejudice or disadvantage with respect to a
United States shipper, ocean transportation intermediary,
ocean common carrier, or port; or

(2) a violation of part B of subtitle IV of this title.

(c) OPERATORS OF FISHING VESSELS.—The Secretary of Commeree
may not guarantee or make a commitment to guarantee a loan for
the construction, reconstruction, or reconditioning of a fishing ves-
sel under this chapter if the operator of the vessel has been—
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(1) held liable, or the vessel has been held liable in rem, for
a civil penalty under section 308 of the Magnuson-Stevens
Fishery Conservation and Management Act (16 U.S.C. 1858)
and the operator has not paid the penalty;

(2) found guilty of an offense under section 309 of the Mag-
nuson-Stevens Fishery Conservation and Management Act (16
U.S.C. 1859) and not paid the assessed fine or served the as-
sessed sentence;

(3) held liable for a civil or criminal penalty under section
105 of the Marine Mammal Protection Act of 1972 (16 U.S.C.
1375) and not paid the assessed fine or served the assessed
sentence; or

(4) held liable for a civil penalty by the Coast Guard under
this title or title 33 and not paid the assessed fine.

(d) WAIVERS CONCERNING FINANCIAL CONDITION.—The Secretary
or Administrator shall prescribe regulations concerning cir-
cumstances under which waivers of, or exceptions to, otherwise ap-
plicable regulatory requirements concerning financial condition can
be made. The regulations shall require that—

(1) the economic soundness requirements in section 53708(a)
of this title are met after the waiver of the financial condition
requirement; and

(2) if the Secretary or Administrator considers necessary, the
waiver shall provide for the imposition of other requirements
on the obligor designed to compensate for the inereased any sig-
nificant increase in risk associated with the obligor’s failure to
meet regulatory requirements applicable to financial condition.

§53708. Findings related to economic soundness

(a) BY SECRETARY oF TRANSPORTATION ADMINISTRATOR.—The See-
retary of Pransportation Administrator may not guarantee or make a
commitment to guarantee an obligation under this chapter unless
the Seeretarys Administrator finds that the property or project for
which the obligation will be executed will be economically sound.
In making that finding, the Seeretary Administrator shall consider—

(1) the need in the particular segment of the maritime indus-
try for new or additional capacity, including any impact on ex-
isting equipment for which a guarantee under this chapter is
in effect;

(2) the market potential for employment of the vessel over
the life of the guarantee;

(3) projected revenues and expenses associated with employ-
ment of the vessel;

(4) any charter, contract of affreightment, transportation
agreement, or similar agreement or undertaking relevant to
the employment of the vessel;

(5) other relevant criteria; and

(6) for inland waterways, the need for technical improve-
ments, including increased fuel efficiency or improved safety.

(b) BY SECRETARY 6 €oantzrets.—The Secretary of Commeree may
not guarantee or make a commitment to guarantee an obligation
under this chapter unless the Secretary finds, at or prior to the
t%lme the commitment is made or the guarantee becomes effective,
that—
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(1) the property or project for which the obligation will be ex-
ecuted will be economically sound; and

(2) for a fishing vessel, the purpose of the financing or refi-
nancing is consistent with—

(A) the wise use of the fisheries resources and the devel-
opment, advancement, management, conservation, and
protection of the fisheries resources; or

(B) the need for technical improvements, including in-
creased fuel efficiency or improved safety.

(c) USED FISHING VESSELS AND FACILITIES.—The Secretary of
Commeree may not guarantee or make a commitment to guarantee
an obligation under this chapter for the purchase of a used fishing
vessel or used fishery facility unless the vessel or facility will be—

(1) reconstructed or reconditioned in the United States and
will contribute to the development of the United States fishing
industry; or

(2) used—

(A) in the harvesting of fish from an underused fishery;
or

(B) for a purpose described in the definition of “fishery
facility” in section 53701 of this title with respect to an
underused fishery.

(d) INDEPENDENT ANALYSIS.—The Secretary or Administrator
may make a determination that aspects of an application under
this chapter require independent analysis to be conducted by third
party experts due to risk factors associated with markets, tech-
nology,fm&&efﬂ%mmwe%hﬁﬂek#&mﬁeﬁ%meéhﬂw%ee
ﬁ*ﬂ»ﬁﬁ*— Any ihdependent analysis eondueted under this subseetion shall be

by & party chosen by the Seeretary= or financial structures.
A thzrd party independent analysis conducted under this subsection
shall be performed by a private sector expert in assessing such risk
factors who is selected by the Secretary or Administrator.

(e) ADDITIONAL EQUITY BECAUSE OF INCREASED RISKS.—Notwith-
standing any other provision of this chapter, the Secretary or Ad-
ministrator may make a determination that an application under
this title requires additional equity because of increased risk fac-
tors associated with markets, technology, finaneial straetares; or other
risle faetors identitied hy the %(-‘(-‘P(—‘Hﬂ“* or financial structures.

§53709. Amount of obligations

(a) IN GENERAL.—The principal of an obligation may not be guar-
anteed in an amount greater than the amount determined by mul-
tiplying the percentage applicable under subsection (b) by—

(1) the amount paid by or for the account of the obligor (as
determined by the Secretary or Administrator, which deter-
mination shall be conclusive) for the construction, reconstruc-
tion, or reconditioning of the vessel used as security for the
guarantee; or

(2) if the obligor creates an escrow fund under section 53715
of this title, the actual cost of the vessel.

(b) LIMITATIONS ON AMOUNT BORROWED.—

(1) IN GENERAL.—Except as otherwise provided, the principal
amount of an obligation guaranteed under this chapter may
not exceed 75 percent of the actual cost or depreciated actual
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cost, as determined by the Secretary or Administrator, of the
vessel used as security for the guarantee.

(2) CERTAIN APPROVED VESSELS.—The principal amount may
not e§ceed 87.5 percent of the actual cost or depreciated actual
cost if—

(A) the size and speed of the vessel are approved by the
Secretary or Administrator;

(B) the vessel is or would have been eligible for mort-
gage aid for construction under section 509 of the Mer-
chant Marine Act, 1936, or would have been eligible except
that the vessel was built with a construction-differential
subsidy and the subsidy has been repaid; and

(C) the vessel is of a type described in that section for
which the minimum down payment required by that sec-
tion is 12.5 percent of the cost of the vessel.

(3) BARGES.—For a barge constructed without a construction-
differential subsidy or for which the subsidy has been repaid,
the principal amount may not exceed 87.5 percent of the actual
cost or depreciated actual cost.

(4) FISHING VESSELS AND FISHERY FACILITIES.—For a fishing
vessel or fishery facility, the principal amount may not exceed
80 percent of the actual cost or depreciated actual cost. How-
ever, debt for the vessel or facility may not be placed through
the Federal Financing Bank.

(5) OTEC.—For an ocean thermal energy conversion facility
or plantship constructed without a construction-differential
subsidy, the principal amount may not exceed 87.5 percent of
the actual cost or depreciated actual cost of the facility or
plantship.

(6) ELIGIBLE EXPORT VESSELS.—For an eligible export vessel,
the principal amount may not exceed 87.5 percent of the actual
cost or depreciated actual cost.

(c) SECURITY INVOLVING MULTIPLE VESSELS.—The principal
amount of an obligation having more than one vessel as security
for the guarantee may not exceed the sum of the principal amounts
allowable for all the vessels.

(d) PROHIBITION ON UNIFORM PERCENTAGE LIMITATIONS.—The
Secretary or Administrator may not establish a percentage under
any provision of subsection (b) that is to be applied uniformly to
all guarantees or commitments to guarantee made under that pro-
vision.

(e) PROHIBITION ON MINIMUM PRINCIPAL AMOUNT.—The Sec-
retary may not establish, as a condition of eligibility for a guar-
antee under this chapter, a minimum principal amount for an obli-
gation covering the reconstruction or reconditioning of a fishing
vessel or fishery facility. For purposes of this chapter, the recon-
struction or reconditioning of a fishing vessel or fishery facility
does not include the routine minor repair or maintenance of the
vessel or facility.

§53710. Contents of obligations

(a) IN GENERAL.—An obligation guaranteed under this chapter
must—
(1) provide for payments by the obligor satisfactory to the
Secretary or Administrator;
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(2) provide for interest (exclusive of guarantee fees and other
fees) at a rate not more than the annual rate on the unpaid
principal that the Secretary or Administrator determines is
reasonable, considering the range of interest rates prevailing
in the private market for similar loans and the risks assumed
by the Secretary or Administrator;

(3) have a maturity date satisfactory to the Secretary or Ad-
ministrator, but—

(A) not more than 25 years after the date of delivery of
the vessel used as security for the guarantee; or

(B) if the vessel has been reconstructed or reconditioned,
not more than the later of—

(i) 25 years after the date of delivery of the vessel,
or

(i1) the remaining years of useful life of the vessel as
determined by the Secretary or Administrator; and

(4) provide, or a related agreement must provide, that if the
vessel used as security for the guarantee is a delivered vessel,
the vessel shall be—

(A) in class A-1, American Bureau of Shipping, or meet
other standards acceptable to the Secretary or Adminis-
trator, with all required certificates, including marine in-
spection certificates of the Coast Guard or, in the case of
an eligible export vessel, of the appropriate foreign au-
thorities under a treaty, convention, or other international
agreement to which the United States is a party, and with
all outstanding requirements and recommendations nec-
essary for class retention accomplished, unless the Sec-
retary or Administrator permits a deferment of repairs
necessary to meet these requirements; and

(B) well equipped, in good repair, and in every respect
seaworthy and fit for service.

(b) PROVISIONS FOR CERTAIN PASSENGER VESSELS.—

(1) IN GENERAL.—With the Seeretars’s Administrator’s ap-
proval, if the vessel used as security for the guarantee is a pas-
senger vessel having the tonnage, speed, passenger accom-
modations, and other characteristics described in section 503 of
the Merchant Marine Act, 1936, an obligation guaranteed
under this chapter or a related agreement may provide that—

(A) the only recourse by the United States Government
against the obligor for payments under the guarantee will
be repossession of the vessel and assignment of insurance
claims; and

(B) the obligor’s liability for payments under the guar-
antee will be satisfied and discharged by the surrender of
the vessel and all interest in the vessel to the Government
in the condition described in paragraph (2).

(2) SURRENDER OF VESSEL.—

(A) IN GENERAL.—On surrender, the vessel must be—

(1) free and clear of all liens and encumbrances ex-
cept the security interest conveyed to the Seeretary Ad-
ministrator under this chapter;

(i1) in class; and

(iii) in as good order and condition (ordinary wear
and tear excepted) as when acquired by the obligor.
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(B) COVERING DEFICIENCIES BY INSURANCE.—To the ex-
tent covered by insurance, a deficiency related to a re-
quirement in subparagraph (A) may be satisfied by assign-
ment of the obligor’s insurance claims to the Government.

(c) OTHER PROVISIONS TO PROTECT SECURITY INTERESTS.—An ob-
ligation guaranteed under this chapter and any related agreement
must contain other provisions for the protection of the security in-
terests of the Government (including acceleration, assumption, and
subrogation provisions and the issuance of notes by the obligor to
the Secretary or Administrator), liens and releases of liens, pay-
ment of taxes, and other matters that the Secretary or Adminis-
trator may prescribe.

§53711. Security interest

(a) IN GENERAL.—The Secretary or Administrator may guarantee
an obligation under this chapter only if the obligor conveys or
agrees to convey to the Secretary or Administrator a security inter-
est the Secretary or Administrator considers necessary to protect
the interest of the United States Government.

(b) MULTIPLE VESSELS AND TYPES OF SECURITY.—The security in-
terest may relate to more than one vessel and may consist of more
than one type of security. If the security interest relates to more
than one vessel, the obligation may have the latest maturity date
allowable under section 53710(a)(3) of this title for any of the ves-
sels used as security for the guarantee. However, the Secretary or
Administrator may require such payments of principal prior to ma-
turity, with respect to all related obligations, as the Secretary or
Administrator considers necessary to maintain adequate security
for the guarantee.

§53712. Monitoring financial condition and operations of
obligor

(a) IN GENERAL.—The Secretary or Administrator shall monitor
the financial condition and operations of the obligor on a regular
basis during the term of the guarantee. The Secretary or Adminis-
trator shall document the results of the monitoring on an annual
or quarterly basis depending on the condition of the obligor. If the
Secretary or Administrator determines that the financial condition
of the obligor warrants additional protections to the Secretary or
Administrator, the Secretary or Administrator shall take appro-
priate action under subsection (b). If the Secretary or Adminis-
trator determines that the financial condition of the obligor jeop-
ardizes its continued ability to perform its responsibilities in con-
nection with the guarantee of an obligation by the Secretary or Ad-
ministrator, the Secretary or Administrator shall make an imme-
diate determination whether default should take place and whether
further measures described in subsection (b) should be taken to
protect the interests of the Secretary or Administrator while ensur-
ing that program objectives are met.

(b) CONTRACT PROVISIONS TO PROTECT SECRETARY OR ADMINIS-
TRATOR.—The Secretary or Administrator shall include provisions
in a loan agreement with an obligor that provides additional au-
thority to the Secretary or Administrator to take action to limit po-
tential losses in connection with a defaulted loan or a loan that is
in jeopardy due to the deteriorating financial condition of the obli-
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gor. These provistons thelade requirements for addittonal eollateral or ereat-
er equity eontributions that are effeetive upon the ocenrrence of verifiable
eonditions relatine to the oblicor’s finanetal condition or the status of the
vossel o ‘4-1-1-1-}-)’%‘&1-‘(-1 praject: If the Secretary or Administrator has
waived a requirement under section 53707(d) of this title, the loan
agreement shall include requirements for additional payments, col-
lateral, or equity contributions to meet the waived requirement upon
the occurrence of verifiable conditions indicating that the obligor’s
financial condition enables the obligor to meet the waived require-
ment.

§53713. Administrative fees

(a) IN GENERAL.—The Secretary or Administrator shall charge
and collect from the obligor fees the Secretary or Administrator
considers reasonable for—

(1) investigating an application for a guarantee;

(2) appraising property offered as security for a guarantee;

(3) issuing a commitment;

(4) providing services related to an escrow fund under sec-
tion 53715 of this title; and

(5) inspecting property during construction, reconstruction,
or reconditioning.

(b) ToTAL FEE LIMITATION.—The total fees under subsection (a)
may not exceed 0.5 percent of the original principal amount of the
obligations to be guaranteed.

(c) FEES FOR INDEPENDENT ANALYSIS.—The Secretary or Admin-
istrator may charge and collect fees to cover the costs of inde-
pendent analysis under section 53708(d) of this title. Notwith-
standing section 3302 of title 31, any fee collected under this sub-
section shall—

(1) be credited as an offsetting collection to the account that
finances the administration of the loan guarantee program;

(2) be available for expenditure only to pay the costs of ac-
tivities and services for which the fee is imposed; and

(3) remain available until expended.

§53714. Guarantee fees

(a) REGULATIONS.—Subject to this section, the Secretary or Ad-
ministrator shall prescribe regulations to assess a fee for guaran-
teeing an obligation under this chapter.

(b) COMPUTATION OF FEE.—

(1) IN GENERAL.—The amount of the fee for a guarantee
under this chapter shall be equal to the sum of the amounts
determined under paragraph (2) for the years in which the
guarantee is in effect.

(2) PRESENT VALUE FOR EACH YEAR.—The amount referred to
in paragraph (1) for a year in which the guarantee is in effect
is the present value of the amount calculated under paragraph
(3). To determine the present value, the Secretary or Adminis-
trator shall apply a discount rate determined by the Secretary
of the Treasury, considering current market yields on out-
standing obligations of the United States Government having
periods to maturity comparable to the period to maturity for
the guaranteed obligation.
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(3) CALCULATION OF AMOUNT.—The amount referred to in
paragraph (2) shall be calculated by multiplying—

(A) the estimated average unpaid principal amount of
the obligation that will be outstanding during the year (ex-
cluding the average amount, other than interest, on de-
posit during the year in an escrow fund under section
53715 of this title); by

(B) the fee rate set under paragraph (4).

(4) SETTING FEE RATES.—To set the fee rate referred to in
paragraph (3)(B), the Secretary or Administrator shall estab-
lish a formula that—

(A) takes into account the security provided for the guar-
anteed obligation; and

(B) is a sliding scale based on the creditworthiness of the
obligor, using—

(i) the lowest allowable rate under paragraph (5) for
the most creditworthy obligors; and

(i) the highest allowable rate under paragraph (5)
for the least creditworthy obligors.

(5) PERMISSIBLE RANGE OF RATES.—The fee rate set under
paragraph (4) shall be—

(A) for a delivered vessel or equipment, at least 0.5 per-
cent and not more than 1 percent; and

(B) for a vessel to be constructed, reconstructed, or re-
conditioned or equipment to be delivered, at least 0.25 per-
cent and not more than 0.5 percent.

(c) WHEN FEE COLLECTED.—A fee for the guarantee of an obliga-
tion under this chapter shall be collected not later than the date
on which an amount is first paid on the obligation.

(d) FINANCING THE FEE.—A fee paid under this section is eligible
to be financed under this chapter and shall be included in the ac-
tual cost of the obligation guaranteed.

(e) NoT REFUNDABLE.—A fee paid under this section is not re-
fundable. However, an obligor shall receive credit for the amount
paid for the remaining term of the obligation if the obligation is re-
financed and guaranteed under this chapter after the refinancing.

§53715. Escrow fund

(a) IN GENERAL.—If the proceeds of an obligation guaranteed
under this chapter are to be used to finance the construction, re-
construction, or reconditioning of a vessel that will serve as secu-
rity for a guarantee under this chapter, the Secretary or Adminis-
trator may accept and hold in escrow, under an escrow agreement
with the obligor, a portion of the proceeds of all obligations guaran-
teed under this chapter whose proceeds are to be so used which is
equal to—

(1) the excess of—
(A) the principal amount of all obligations whose pro-
ceeds are to be so used; over
(B) 75 percent or 87.5 percent, whichever is applicable
under section 53709(b) of this title, of the amount paid by
or for the account of the obligor for the construction, recon-
struction, or reconditioning of the vessel; plus
(2) any interest the Secretary or Administrator may require
on the amount described in paragraph (1).
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(b) SECURITY INVOLVING BOTH UNCOMPLETED AND DELIVERED
VESSELS.—If the security for the guarantee of an obligation relates
both to a vessel to be constructed, reconstructed, or reconditioned
and to a delivered vessel, the principal amount of the obligation
shall be prorated for purposes of subsection (a) under regulations
prescribed by the Secretary or Administrator.

(c) DISBURSEMENT BEFORE TERMINATION OF AGREEMENT.—

(1) PURPOSES.—The Secretary or Administrator shall dis-
burse amounts in the escrow fund, as specified in the escrow
agreement, to—

(A) pay amounts the obligor is obligated to pay for—
(i) the construction, reconstruction, or reconditioning
of a vessel used as security for the guarantee; and
(i1) interest on the obligations;
(B) redeem the obligations under a refinancing guaran-
teed under this chapter; and
(C) pay any excess interest deposits to the obligor at
times provided for in the escrow agreement.

(2) MANNER OF PAYMENT.—If a payment becomes due under
the guarantee before the termination of the escrow agreement,
the amount in the escrow fund at the time the payment be-
comes due, including realized income not yet paid to the obli-
gor, shall be paid into the appropriate account under section
53717 of this title. The amount shall be credited against
amounts due or to become due from the obligor to the Sec-
retary or Administrator on the guaranteed obligations or, to
the extent not so required, be paid to the obligor.

(d) PAYMENTS REQUIRED BEFORE DISBURSEMENT.—

(1) IN GENERAL.—No disbursement shall be made under sub-
section (c) to any person until the total amount paid by or for
the account of the obligor from sources other than the proceeds
of the obligation equals at least 25 percent or 12.5 percent,
whichever is applicable under section 53709(b) of this title, of
the aggregate actual cost of the vessel, as previously approved
by the Secretary or Administrator. If the aggregate actual cost
of the vessel has increased since the Secretary’s or Administra-
tor’s initial approval or if it increases after the first disburse-
ment is permitted under this subsection, then no further dis-
bursements shall be made under subsection (c) until the total
amount paid by or for the account of the obligor from sources
other than the proceeds of the obligation equals at least 25 per-
cent or 12.5 percent, as applicable, of the increase, as deter-
mined by the Secretary or Administrator, in the aggregate ac-
tual cost of the vessel. This paragraph does not require the
Secretary or Administrator to consent to finance any increase
in actual cost unless the Secretary or Administrator deter-
mines that such an increase in the obligation meets all the
terms and conditions of this chapter or other applicable law.

(2) DOCUMENTED PROOF OF PROGRESS REQUIREMENT.—The
Secretary or Administrator shall, by regulation, establish a
transparent, independent, and risk-based process for verifying
and documenting the progress of projects under construction
before disbursing guaranteed loan funds. At a minimum, the
process shall require documented proof of progress in connec-
tion with the construction, reconstruction, or reconditioning of
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a vessel or vessels before disbursements are made from the es-
crow fund. The Secretary or Administrator may require that
the obligor provide a certificate from an independent party cer-
tifying that the requisite progress in construction, reconstruc-
tion, or reconditioning has taken place.

(e) DISBURSEMENT ON TERMINATION OF AGREEMENT.—

(1) IN GENERAL.—If a payment has not become due under the
guarantee before the termination of the escrow agreement, the
balance of the escrow fund at the time of termination shall be
disbursed to—

(A) prepay the excess of—

(i) the principal amount of all obligations whose pro-
ceeds are to be used to finance the construction, recon-
struction, or reconditioning of the vessel used or to be
used as security for the guarantee; over

(ii) 75 percent or 87.5 percent, whichever is applica-
ble under section 53709(b) of this title, of the actual
cost of the vessel to the extent paid; and

(B) pay interest on that prepaid amount of principal.

(2) REMAINING BALANCE.—Any remaining balance of the es-
crow fund shall be paid to the obligor.

(f) INVESTMENT.—The Secretary or Administrator may invest and
reinvest any part of an escrow fund in obligations of the United
States Government with maturities such that the escrow fund will
be available as required for purposes of the escrow agreement. In-
vestment income shall be paid to the obligor when received.

(g) TERMS To PROTECT GOVERNMENT.—The escrow agreement
shall contain other terms the Secretary or Administrator considers
necessary to protect fully the interests of the Government.

§53716. Deposit fund

(a) IN GENERAL.—There is a deposit fund in the Treasury for
purposes of this section. The Secretary or Administrator, in accord-
ance with an agreement under subsection (b), may deposit into and
hold in the fund cash belonging to an obligor to serve as collateral
for a guarantee made under this chapter with respect to the obli-
gor.

(b) AGREEMENT.—The Secretary or Administrator and an obligor
shall make a reserve fund or other collateral account agreement to
govern the deposit, withdrawal, retention, use, and reinvestment of
cash of the obligor held in the fund. The agreement shall contain—

(1) terms and conditions required by this section;

(2) terms that grant to the United States Government a se-
curity interest in all amounts deposited into the fund; and

(8) any additional terms considered by the Secretary or Ad-
ministrator to be necessary to protect fully the interests of the
Government.

(c) INVESTMENT.—The Secretary or Administrator may invest and
reinvest any part of the amounts in the fund in obligations of the
Government with maturities such that amounts in the fund will be
available as required for purposes of the agreement under sub-
section (b). Cash balances in the fund in excess of current require-
ments shall be maintained in a form of uninvested funds, and the
Secretary of the Treasury shall pay interest on these funds.

(d) WITHDRAWALS.—
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(1) IN GENERAL.—Cash deposited into the fund may not be
withdrawn without the consent of the Secretary or Adminis-
trator.

(2) USE OF INCOME.—Subject to paragraph (3), the Secretary
or Administrator may pay any income earned on cash of an ob-
ligor deposited into the fund in accordance with the agreement
with the obligor under subsection (b).

(3) RETENTION AGAINST DEFAULT.—The Secretary or Admin-
istrator may retain and offset any or all of the cash of an obli-
gor in the fund, and any income realized thereon, as part of
the Secretary’s or Administrator’s recovery against the obligor
in case of a default by the obligor on an obligation.

§53717. Management of funds in the Treasury

(a) DEFINITION.—In this section, the term “FCRA” means the
Federal Credit Reform Act of 1990 (2 U.S.C. 661 et seq.).

(b) LOAN GUARANTEES BY SECRETARY oF PRANSPORTATION ADMIN-
ISTRATOR.—

(1) WHEN NOT SUBJECT TO FCRA.—The Seeretary of Transpor-
tatton Administrator shall account for payments and disburse-
ments involving obligations guaranteed under this chapter and
not subject to FCRA in an account in the Treasury entitled the
Federal Ship Financing Fund Liquidating Account (a liqui-
dating account as defined in FCRA).

(2) WHEN SUBJECT TO FCRA.—The Seeretary of T
Administrator shall account for payments and dlsbursements
involving obligations guaranteed under this chapter and sub-
ject to FCRA in a separate account in the Treasury entitled the
Federal Ship Financing Guaranteed Loan Financing Account (a
financing account as defined in FCRA).

(c) LOAN GUARANTEES BY SECRETARY 6F COoMMEREH.—

(1) WHEN NOT SUBJECT TO FCRA.—The Secretary of Commeree
shall account for payments and disbursements involving obli-
gations guaranteed under this chapter and not subject to
FCRA in a separate account in the Treasury established for
this purpose.

(2) WHEN SUBJECT TO FCRA.—The Secretary of Commeree
shall account for payments and disbursements involving obli-
gations guaranteed under this chapter and subject to FCRA in
a separate account in the Treasury established for this pur-

pose.
(d) DIRECT LOANS BY SECRETARY oF Commtrer.—The Secretary of
Commeree shall account for payments and disbursements involving

direct loans made under this chapter in a separate account in the
Treasury established for this purpose.

§53718. Annual report to Congress

The Seeretary of Transportation Administrator shall report to Con-
gress annually on the loan guarantee program under this chapter.
Each report shall include—

(1) the size, in dollars, of the portfolio of loans guaranteed;

(2) the size, in dollars, of projects in the portfolio facing fi-
nancial difficulties;

(3) the number and type of projects covered;

(4) a profile of pending loan applications;
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(5) the amount of appropriations available for new guaran-
tees;

(6) a profile of each project approved since the last report;
and

(7) a profile of any defaults since the last report.

SUBCHAPTER II—DEFAULT PROVISIONS

§53721. Rights of obligee

(a) DEMANDS BY OBLIGEES.—Except as provided in subsection (c),
if an obligor has continued in default for 30 days in the payment
of principal or interest on an obligation guaranteed under this
chapter, the obligee or the obligee’s agent may demand that the
Secretary or Administrator pay the unpaid principal amount of the
obligation and the unpaid interest on the obligation to the date of
payment. The demand must be made within the earlier of—

(1) a period that may be specified in the guarantee or a re-
lated agreement; or

(2) 90 days from the date of the default.

(b) PAYMENTS BY SECRETARY OR ADMINISTRATOR.—

(1) IN GENERAL.—If a demand is made under subsection (a),
the Secretary or Administrator shall pay to the obligee or the
obligee’s agent the unpaid principal amount of the obligation
and the unpaid interest on the obligation to the date of pay-
ment. Payment shall be made within the earlier of—

(A) a period that may be specified in the guarantee or
a related agreement; or
(B) 30 days from the date of the demand.

(2) IF NO EXISTING DEFAULT.—The Secretary or Adminis-
trator is not required to make payment under this subsection
if, within the appropriate period under paragraph (1), the Sec-
retary or Administrator finds that the obligor was not in de-
fault or that the default was remedied before the demand.

(c) ASSUMPTION OF RIGHTS AND OBLIGATIONS BEFORE DEMAND.—
An obligee or the obligee’s agent may not demand payment under
this section if the Secretary or Administrator, before the demand
and on terms that may be provided in the obligation or a related
agreement, has assumed the obligor’s rights and duties under the
obligation and any related agreement and made any payment in
default. However, the guarantee of the obligation remains in effect
after the Secretary’s or Administrator’s assumption.

§53722. Actions by Secretary or Administrator

(a) GENERAL AUTHORITY.—On default under an obligation or re-
lated agreement between the Secretary or Administrator and the
obligor, the Secretary or Administrator, on terms that may be pro-
vided in the obligation or agreement, may—

(1) assume the obligor’s rights and duties under the obliga-
tion or agreement, make any payment in default, and notify
the obligee or the obligee’s agent of the default and the Sec-
retary’s or Administrator’s assumption; or

(2) notify the obligee or the obligee’s agent of the default.

(b) DEMANDS BY OBLIGEES.—

(1) DEMAND.—If the Secretary or Administrator proceeds
under subsection (a)(2), the obligee or the obligee’s agent may
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demand that the Secretary or Administrator pay the unpaid
principal amount of the obligation and the unpaid interest on
tlf}e obligation. The demand must be made within the earlier
0 f—
(A) a period that may be specified in the guarantee or
a related agreement; or
(B) 60 days from the date of the Secretary’s or Adminis-
trator’s notice.

(2) PAYMENT.—If a demand is made under paragraph (1), the
Secretary or Administrator shall pay to the obligee or the
obligee’s agent the unpaid principal amount of the obligation
and the unpaid interest on the obligation to the date of pay-
ment. Payment shall be made within the earlier of—

(A) a period that may be specified in the guarantee or
a related agreement; or
(B) 30 days from the date of the demand.

(c) CONTINUED EFFECT OF GUARANTEE.—A guarantee of an obli-
gation remains in effect after an assumption of the obligation by
the Secretary or Administrator.

(d) ADDITIONAL RESPONSES.—If there is a default on an obliga-
tion, the Secretary or Administrator shall conduct operations under
this chapter in a manner that—

(1) maximizes the net present value return from the sale or
disposition of assets associated with the obligation, including
prompt referral to the Attorney General for collection as appro-
priate;

(2) minimizes the amount of any loss realized in the resolu-
tion of the guarantee;

(3) ensures adequate competition and fair and consistent
treatment of offerors; and

(4) requires appraisal of assets by an independent appraiser.

§53723. Payments by Secretary or Administrator and
issuance of obligations

(a) CasH PAYMENT.—Amounts required to be paid by the Sec-
retary or Administrator under section 53721 or 53722 of this title
shall be paid in cash.

(b) ISSUANCE OF OBLIGATIONS.—If amounts in the appropriate ac-
count under section 53717 of this title are not sufficient to make
a payment required under section 53721 or 53722 of this title, the
Secretary or Administrator may issue obligations to the Secretary
of the Treasury. The Secretary or Administrator, with the approval
of the Secretary of the Treasury, shall prescribe the form, denomi-
nation, maturity, and other terms (except the interest rate) of the
obligations. The Secretary of the Treasury shall set the interest
rate for the obligations, considering the current average market
yield on outstanding marketable obligations of the United States
Government of comparable maturities during the month before the
obligations are issued.

(c) PURCHASE OF OBLIGATIONS.—The Secretary of the Treasury
shall purchase the obligations issued under this section. To pur-
chase the obligations, the Secretary of the Treasury may use as a
public debt transaction the proceeds from the sale of securities
issued under chapter 31 of title 31. The purposes for which securi-
ties may be issued under that chapter are extended to include the
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purchase of obligations under this subsection. The Secretary of the
Treasury may sell obligations purchased under this section. A re-
demption, purchase, or sale of the obligations by the Secretary of
the Treasury is a public debt transaction of the Government.

(d) DEPosITS AND REDEMPTIONS.—The Secretary or Adminis-
trator shall deposit amounts borrowed under this section in the ap-
propriate account under section 53717 of this title and make re-
demptions of the obligations from that account.

§53724. Rights to secured property

(a) ACQUISITION OF SECURITY RIGHTS.—When the Secretary or
Administrator makes a payment on, or assumes, an obligation
under section 53721 or 53722 of this title, the Secretary or Admin-
istrator acquires the rights under the security agreement with the
obligor in the security held by the Secretary or Administrator to
guarantee the obligation.

(b) USE AND DISPOSITION OF SECURED PROPERTY.—Notwith-
standing any other law relating to the acquisition, handling, or dis-
posal of property by the United States Government, the Secretary
or Administrator has the right, in the Secretary’s or Administra-
tor’s discretion, to complete, reconstruct, recondition, renovate, re-
pair, maintain, operate, charter, or sell any property acquired
under a security agreement with an obligor, or to place a vessel so
acquired in the National Defense Reserve Fleet. The terms of a sale
under this subsection shall be as approved by the Secretary or Ad-
ministrator.

§53725. Actions against obligor

(a) IN GENERAL.—For a default under a guaranteed obligation or
related agreement, the Secretary or Administrator may take any
action against the obligor or another liable party that the Secretary
or Administrator considers necessary to protect the interests of the
United States Government. A civil action may be brought in the
name of the United States or the obligee. The obligee shall make
available to the Government all records and evidence necessary to
prosecute the action.

(b) TITLE, POSSESSION, AND PURCHASE.—

(1) IN GENERAL.—The Secretary or Administrator may—

(A) accept a conveyance of title to and possession of
property from the obligor or another party liable to the
Secretary or Administrator; and

(B) purchase the property for an amount not greater
than the unpaid principal amount of the obligation and in-
terest thereon.

(2) PAYMENT OF EXCESS.—If, through the sale of property,
the Secretary or Administrator receives an amount of cash
greater than the unpaid principal amount of the obligation, the
unpaid interest on the obligation, and the expenses of col-
lecting those amounts, the Secretary or Administrator shall
pay the excess to the obligor.
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SUBCHAPTER III—PARTICULAR PROJECTS

§53731. Commercial demonstration ocean thermal energy
conversion facilities and plantships

(a) IN GENERAL.—Under subchapter I of this chapter, the See-
retary Administrator may guarantee or make a commitment to
guarantee the payment of the principal of and interest on an obli-
gation that aids in financing (including reimbursement of an obli-
gor for expenditures previously made for) the construction, recon-
struction, or reconditioning of a commercial demonstration ocean
thermal energy conversion facility or plantship. This section may
be used to guarantee obligations for a total of not more than 5 sep-
arate facilities and plantships or a demonstrated 400 megawatt ca-
pacity, whichever comes first.

(b) APPLICABILITY OF OTHER PROVISIONS.—Except as otherwise
provided in this section, a guarantee or commitment to guarantee
under this section is subject to all the provisions applicable to a
guarantee or commitment to guarantee under subchapter I of this
chapter.

(c) EcoNoMIC SOUNDNESS.—The required determination of eco-
nomic soundness under section 53708 of this title applies to a guar-
antee or commitment to guarantee for that portion of a facility or
plantship not to be supported with appropriated Federal funds.

(d) REASONABLENESS OF RISK.—A guarantee or commitment to
guarantee may not be made under this section unless the Secretary
of Energy, in consultation with the Seeretats Administrator, certifies
to the Seeretary Administrator that, for the facility or plantship for
which the guarantee or commitment to guarantee is sought, there
is sufficient guarantee of performance and payment to lower the
risk to the United States Government to a reasonable level. In de-
ciding whether to issue such a certification, the Secretary of En-
ergy shall consider—

(1) the successful demonstration of the technology to be used
in the facility at a scale sufficient to establish the likelihood of
technical and economic viability in the proposed market; and

(2) the need of the United States to develop new and renew-
able sources of energy and the benefits to be realized from the
construction and successful operation of the facility or
plantship.

(e) AMOUNT OF OBLIGATION.—The total principal amount of an
obligation guaranteed under this section may not exceed 87.5 per-
cent of—

(1) the actual cost or depreciated actual cost of the facility
or plantship; or

(2) if the facility or plantship is supported with appropriated
Federal funds, the total principal amount of that portion of the
actual cost or depreciated actual cost for which the obligor is
obligated to secure financing under the agreement between the
obligor and the Department of Energy or other Federal agency.

(f) OTEC DEMONSTRATION FUND.—

(1) IN GENERAL.—There is a special subaccount, known as
the OTEC Demonstration Fund, in the account established
under section 53717(b)(1) of this title.

(2) USse AND OPERATION.—The OTEC Demonstration Fund
shall be used for obligation guarantees authorized under this
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section that do not qualify under subchapter I of this chapter.
Except as otherwise provided in this section, the OTEC Dem-
onstration Fund shall be operated in the same manner as the
parent account. However—

(A) amounts received by the Seeretary Administrator
under subchapter I of this chapter related to guarantees or
commitments to guarantee made under this section shall
be deposited only in the OTEC Demonstration Fund; and

(B) when obligations issued by the Seeretary Adminis-
trator under section 53723 of this title related to the OTEC
Demonstration Fund are outstanding, any amount received
by the Seeretary Administrator under subchapter I of this
chapter related to ocean thermal energy conversion facili-
ties or plantships shall be deposited in the OTEC Dem-
onstration Fund.

(3) TRANSFERS.—Assets in the OTEC Demonstration Fund
may be transferred to the parent account when and to the ex-
tent the balance in the OTEC Demonstration Fund exceeds the
total guarantees or commitments to guarantee made under
this section then outstanding, plus obligations issued by the
Seeretary Administrator under section 53723 of this title related
to the OTEC Demonstration Fund.

(4) LiaBILITY.—The parent account is not liable for a guar-
antee or commitment to guarantee made under this section.

(5) MAXIMUM UNPAID PRINCIPAL AMOUNT.—The total unpaid
principal amount of the obligations guaranteed with the back-
ing of the OTEC Demonstration Fund and outstanding at any
one time may not exceed $1,650,000,000.

(g) ISSUANCE AND PAYMENT OF OBLIGATIONS.—Section 53723 of
this title applies to the OTEC Demonstration Fund. However, obli-
gations issued by the Seeretarss Administrator under that section re-
lated to the OTEC Demonstration Fund shall be payable only from
proceeds realized by the OTEC Demonstration Fund.

(h) TAXATION OF INTEREST.—Interest on an obligation guaranteed
under this section shall be included in gross income under chapter
1 of the Internal Revenue Code of 1986 (26 U.S.C. ch. 1).

§53732. Eligible export vessels

(a) APPLICABLE TERMS.—The Seeretary Administrator may guar-
antﬁe an obligation for an eligible export vessel in accordance
with—

(1) the terms applicable under this chapter for vessels docu-
mented under the laws of the United States; or

(2) other terms the Seeretary Admzmstrator determines are
more favorable than those terms and compatible with export
credit terms offered by foreign governments for the sale of ves-
sels built in foreign shipyards.

(b) INTERAGENCY COUNCIL.—

(1) ESTABLISHMENT.—There is an interagency council to
carry out this section.
(2) CoMPOSITION.—The council is composed of the following
individuals or their designees:
(A) The Seeretary of Fransportation Administrator, who is
the chairman of the council.
(B) The Secretary of the Treasury.
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(C) The Secretary of State.

(D) The Assistant to the President for Economic Policy.

(E) The United States Trade Representative.

(F) The President and Chairman of the Export-Import
Bank of the United States.

(3) FuncTioNS.—The council shall—

(A) obtain information on shipbuilding loan guarantees,
direct and indirect subsidies, and other favorable treat-
ment of shipyards provided by foreign governments to
shipyards in competition with United States shipyards;

(B) consult regularly with United States shipbuilders to
obtain the essential information about international ship-
building competition on which to set terms for loan guar-
antees under subsection (a)(2); and

(C) provide guidance to the Seeretars Administrator in es-
‘(cablishing terms for loan guarantees under subsection
a)(2).

(4) ANNUAL REPORT.—Not later than January 31 of each
year, the Seeretary Administrator shall submit to Congress a re-
port on activities of the Seeretary Administrator under this sec-
tion during the preceding year. The report shall include—

(A) documentation of sources of information about assist-
ance by governments of other countries to shipyards in
those countries; and

(B) a summary of recommendations made to the Seeretary
Administrator during the preceding year about applica-
tions submitted to the Seeretary Administrator during that
yelar for loan guarantees to construct eligible export ves-
sels.

(c) REQUIRED FINDINGS.—

(1) BENEFIT TO SHIPBUILDING INDUSTRY.—The Seeretary Ad-
ministrator may not guarantee or make a commitment to guar-
antee an obligation for an eligible export vessel unless the See-
retary Administrator finds that the construction, reconstruction,
or reconditioning of the vessel will aid in the transition of
United States shipyards to commercial activities or will pre-
serve shipbuilding assets that would be essential in time of
war or national emergency.

(2) PRIORITY OF DOCUMENTED VESSELS.—The Seeretary Ad-
ministrator may not make a commitment to guarantee an obli-
gation for an eligible export vessel unless the Seeretary Admin-
istrator determines that making the commitment will not re-
sult in denial of an economically sound application for a com-
mitment to guarantee an obligation for a vessel documented
under the laws of the United States and operating in the do-
mestic or foreign commerce of the United States. The Seeretars
Administrator has sole discretion in making the determination.
In making the determination, the Seeretars Administrator shall
consider—

(A) the status and economic soundness of pending appli-
cations for commitments to guarantee obligations for ves-
sels documented under the laws of the United States that
are operating or will be operating in the domestic or for-
eign commerce of the United States; and

(B) the amount of guarantee authority available.
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(d) RESTRICTION ON TRANSFER OF VESSEL.—The Seeretary Admin-
istrator may not guarantee or make a commitment to guarantee an
obligation for an eligible export vessel unless the owner of the ves-
sel agrees with the Seeretary Administrator that the vessel will not
be transferred to a country designated by the Secretary of Defense
as a country whose interests are hostile to the interests of the
United States.

(e) REVIEW BY SECRETARY OF DEFENSE.—

(1) NOTIFICATION.—The Seeretary Administrator shall
promptly notify the Secretary of Defense of the receipt of an
application for a loan guarantee for an eligible export vessel.

(2) DisAPPROVAL.—The Secretary of Defense, within 30 days
after receiving the notice, may disapprove the guarantee based
on an assessment of the potential use of the vessel in a manner
that may harm the national security interests of the United
States. The Secretary of Defense may not disapprove a guar-
antee solely because of the type of vessel to be constructed.

(3) DELEGATION.—The authority of the Secretary of Defense
to disapprove a guarantee under this subsection may be dele-
gated only to a civilian officer of the Department of Defense
appointed by the President by and with the advice and consent
of the Senate.

(4) PROHIBITION.—The Seeretary Administrator may not make
a loan guarantee disapproved by the Secretary of Defense
under this subsection.

(f) EXPIRATION OF AUTHORITY.—The Seeretary Administrator may
not issue a commitment to guarantee an obligation for an eligible
export vessel under this chapter after the last date on which such
a commitment may be issued under any treaty or convention en-
tered into after November 30, 1993, that prohibits guarantee of
such an obligation.

§53733. Shipyard modernization and improvement

(a) DEFINITIONS.—In this section:
(1) ADVANCED SHIPBUILDING TECHNOLOGY.—The term “ad-
vanced shipbuilding technology” includes—

(A) numerically controlled machine tools, robots, auto-
mated process control equipment, computerized flexible
manufacturing systems, associated computer software, and
other technology for improving shipbuilding and related in-
dustrial production that advance the state-of-the-art; and

(B) novel techniques and processes designed to improve
shipbuilding quality, productivity, and practice, and to pro-
mote sustainable development, including engineering de-
sign, quality assurance, concurrent engineering, contin-
uous process production technology, energy efficiency,
waste minimization, design for recyclability or parts reuse,
inventory management, upgraded worker skills, and com-
munications with customers and suppliers.

(2) GENERAL SHIPYARD FACILITY.—The term “general ship-
yard facility” means—

(A) for operations on land—

(i) a structure or appurtenance thereto designed for
the construction, reconstruction, repair, rehabilitation,
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or refurbishment of a vessel, including a graving dock,
building way, ship lift, wharf, or pier crane;
(i) the land necessary for the structure or appur-
tenance; and
(iii) equipment that is for use with the structure or
appurtenance and that is necessary for performing a
function referred to in clause (i); and
(B) for operations not on land, a vessel, floating drydock,
or barge built in the United States and used for, equipped
to be used for, or of a type normally used for, performing
a function referred to in subparagraph (A)@).

(3) MODERN SHIPBUILDING TECHNOLOGY.—The term “modern
shipbuilding technology” means the best available proven tech-
nology, techniques, and processes appropriate to enhancing the
productivity of shipyards.

(b) GENERAL AUTHORITY.—Under subchapter I of this chapter,
the Seeretary Administrator may guarantee or make a commitment
to guarantee the payment of the principal of and interest on an ob-
ligation for advanced shipbuilding technology and modern ship-
building technology of a general shipyard facility in the United
States. Only a private shipyard is eligible to receive a guarantee.

(¢) APPLICABILITY OF OTHER PROVISIONS.—Except as otherwise
provided in this section, a guarantee or commitment to guarantee
under this section is subject to all the provisions applicable to a
guarantee or commitment to guarantee under subchapter I of this
chapter.

(d) AMOUNT OF OBLIGATION.—The principal amount of an obliga-
tion guaranteed under this chapter may not exceed 87.5 percent of
the actual cost of the advanced shipbuilding technology or modern
shipbuilding technology.

(e) TRANSFER OF AMOUNTS.—The Seeretary Administrator may ac-
cept the transfer of amounts from a department, agency, or instru-
mentality of the United States Government and may use those
amounts to cover the cost (as defined in section 502 of the Federal
Credit Reform Act of 1990 (2 U.S.C. 661a)) of making guarantees
or commitments to guarantee under this section.

§53734. Replacement of vessels because of changes in oper-
ating standards

(a) GENERAL AUTHORITY.—Notwithstanding any other provision
of this chapter, the Secretary or Administrator, on terms the Sec-
retary or Administrator may prescribe, may guarantee or make a
commitment to guarantee the payment of the principal of and in-
terest on an obligation that aids in financing or refinancing (includ-
ing reimbursement of an obligor for expenditures previously made
for) a contract for the construction or reconstruction of a vessel if—

(1) the vessel is designed and to be used for commercial use
in coastwise, intercoastal, or foreign trade;

(2) the construction or reconstruction is necessary to replace
a vessel that cannot continue to be operated because of a
change required by law in the standards for the operation of
vessels, and the applicant for the guarantee or commitment
would not otherwise legally be able to continue operating ves-
sels in the trades in which the applicant operated vessels be-
fore the change;
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(3) the applicant is presently engaged in transporting car-
goes in vessels of the type and class that will be constructed
or reconstructed under this section and agrees to employ ves-
sels constructed or reconstructed under this section as replace-
ments only for vessels made obsolete by the change in oper-
ating standards;

(4) the capacity of the vessels to be constructed or recon-
structed under this section will not increase the cargo carrying
capacity of the vessels being replaced;

(5) the Secretary or Administrator has not determined that
the market demand for the vessel over its useful life will di-
aninish so as to make granting the guarantee fiduciarily impru-

ent;

(6) the vessel, if to be reconstructed, will have a useful life
of at least 15 years after the reconstruction; and

(7) the Secretary or Administrator has considered the criteria
specified in section 53708(a)(3)—(5) of this title.

(b) TERM AND AMOUNT OF OBLIGATION.—

(1) TERM.—The term of an obligation guaranteed under this
section may not exceed 25 years.

(2) AMOUNT.—The amount of an obligation guaranteed under
this section may not exceed 87.5 percent of the actual cost or
depreciated actual cost to the applicant for the construction or
reconstruction of the vessel. The Secretary or Administrator
may not establish a percentage under this paragraph that is to
be applied uniformly to all guarantees or commitments to
guarantee made under this section.

(¢) APPLICABILITY OF OTHER PROVISIONS.—A guarantee or com-
mitment to guarantee under this section is also subject to sections
53701, 53702(a), 53704, 53705, 53707(a), 53708(d) and (e),
53709(a), 53710(a)(1), (2), and (4) and (c), 53711(a), 53713, 53714,
53717, and 53721-53725 of this title.

(d) SECURITY AGAINST DEFAULT.—The Secretary or Adminis-
trator shall require by regulation that an applicant under this sec-
tion provide adequate security against default.

(e) GUARANTEE FEES.—The Secretary or Administrator may es-
tablish a fee for the guarantee of an obligation under this section
that is in addition to the fee established under section 53714 of this
title. The fee may be—

(1) an annual fee of not more than an additional 1 percent
added to the fee established under section 53714 of this title;
or

(2) a fee based on the amount of the obligation versus the
percentage of the obligor’s fleet being replaced by vessels con-
structed or reconstructed under this section.

§53735. Fisheries financing and capacity reduction

(a) DEFINITION.—In this section, the term “program” means a
fishing capacity reduction program established under section 312 of
the Magnuson-Stevens Fishery Conservation and Management Act
(16 U.S.C. 1861a).

(b) GUARANTEE AUTHORITY.—The Secretary may guarantee the
repayment of debt obligations issued by entities under this section.
Debt obligations to be guaranteed may be issued by any entity that
has been approved by the Secretary and has agreed with the Sec-
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retary to conditions the Secretary considers necessary for this sec-
tion to achieve the objective of the program and to protect the in-
terest of the United States.

(c) REQUIREMENTS OF OBLIGATIONS.—A debt obligation guaran-
teed under this section shall—

(1) be treated in the same manner and to the same extent
as other obligations guaranteed under this chapter, except with
respect to provisions of this chapter that by their nature can-
not be applied to obligations guaranteed under this section;

(2) have the fishing fees established under the program paid
into a separate subaccount of the fishing capacity reduction
fund established under this section;

(3) not exceed $100,000,000 in an unpaid principal amount
outstanding at any one time for a program,;

(4) have such maturity (not to exceed 20 years), take such
form, and contain such conditions as the Secretary determines
necessary for the program to which they relate;

(5) have as the exclusive source of repayment (subject to the
second sentence of subsection (d)(2)) and as the exclusive pay-
ment security, the fishing fees established under the program;
and

(6) at the discretion of the Secretary be issued in the public
market or sold to the Federal Financing Bank.

(d) F1sHING CAPACITY REDUCTION FUND.—

(1) IN GENERAL.—There is a separate account in the Treas-
ury, known as the Fishing Capacity Reduction Fund. Within
the Fund, at least one subaccount shall be established for each
program into which shall be paid all fishing fees established
under the program and other amounts authorized for the pro-
gram.

(2) AVAILABILITY OF AMOUNTS.—Amounts in the Fund shall
be available, without appropriation or fiscal year limitation, to
the Secretary to pay the cost of the program, including pay-
ments to financial institutions to pay debt obligations incurred
by entities under this section. Funds available for this purpose
from other amounts available for the program may also be
used to pay those debt obligations.

(3) INVESTMENT.—Amounts in the Fund that are not cur-
rently needed for the purpose of this section shall be kept on
deposit or invested in obligations of the United States Govern-
ment.

(e) REGULATIONS.—The Secretary shall prescribe regulations the
Secretary considers necessary to carry out this section.

k ok ok

CHAPTER 541—MISCELLANEOUS
Sec.
54101.  Assistance for small shipyards and maritime communities.

§54101. Assistance for small shipyards and maritime com-
munities

(a) ESTABLISHMENT OF PROGRAM.—Subject to the availability of
appropriations, the Administrator of the Maritime Administration
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shall establish a program to provide assistance to State and local
governments—

(1) to provide assistance in the form of grants, loans, and
loan guarantees to small shipyards for capital improvements;
and

(2) for maritime training programs in communities whose
economies are substantially related to the maritime industry.

(b) AWARDS.—In providing assistance under the program, the Ad-
ministrator shall—

(1) take into account—

(A) the economic circumstances and conditions of mari-
time communities; and

(B) the local, State, and regional economy in which the
communities are located; and

(2) strongly encourage State, local, and regional efforts to pro-
mote economic development and training that will enhance the
economic viability of and quality of life in maritime commu-
nities.

(¢) USE oF FUNDS.—Assistance provided under this section may
be used—

(1) to make capital and related improvements in small ship-
yards located in or near maritime communities;

(2) to encourage, assist in, or provide training for residents of
maritime communities that will enhance the economic viability
of those communities; and

(3) for such other purposes as the Administrator determines
to be consistent with and supplemental to such activities.

(d) PROHIBITED USES.—Grants awarded under this section may
not be used to construct buildings or other physical facilities or to
acquire land unless such use is specifically approved by the Admin-
istrator in support of subsection (c)(3).

(e) MATCHING REQUIREMENTS.—

(1) FEDERAL FUNDING.—Except as provided in paragraph (2),
Federal funds for any eligible project under this section shall
not exceed 75 percent of the total cost of such project.

(2) EXCEPTIONS.—

(A) SMALL PROJECTS.—Paragraph (1) shall not apply to
grants under this section for stand alone projects costing
not more than $25,000. The amount under this subpara-
graph shall be indexed to the consumer price index and
modified each fiscal year after the annual publication of
the consumer price index.

(B) REDUCTION IN MATCHING REQUIREMENT.—If the Ad-
ministrator determines that a proposed project merits sup-
port and cannot be undertaken without a higher percentage
of Federal financial assistance, the Administrator may
award a grant for such project with a lesser matching re-
quirement than is described in paragraph (1).

(f) APPLICATION.—

(1) IN GENERAL.—The Administrator shall determine who, as
an eligible applicant, may submit an application, at such time,
in such form, and containing such information and assurances
as the Administrator may require.
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(2) MINIMUM STANDARDS FOR PAYMENT OR REIMBURSE-
MENT.—Each application submitted under paragraph (1) shall
include—

(A) a comprehensive description of—
(i) the need for the project;
(it) the methodology for implementing the project;
and
(iii) any existing programs or arrangements that can
be used to supplement or leverage assistance under the
program.

(3) PROCEDURAL SAFEGUARDS.—The Administrator, in con-
sultation with the Office of the Inspector General, shall issue
guidelines to establish appropriate accounting, reporting, and
review procedures to ensure that—

(A) grant funds are used for the purposes for which they
were made available;

(B) grantees have properly accounted for all expenditures
of grant funds; and

(C) grant funds not used for such purposes and amounts
not obligated or expended are returned.

(4) PROJECT APPROVAL REQUIRED.—The Administrator may
not award a grant under this section unless the Administrator
determines that—

(A) sufficient funding is available to meet the matching
requirements of subsection (e);

(B) the project will be completed without unreasonable
delay; and

(C) the recipient has authority to carry out the proposed
project.

(g) AUDITS AND EXAMINATIONS.—AIl grantees under this section
shall maintain such records as the Administrator may require and
make such records available for review and audit by the Adminis-
trator.

(h) SMALL SHIPYARD DEFINED.—In this section, the term “small
shipyard” means a shipyard that—

(1) is a small business concern (within the meaning of section
3 of the Small Business Act (15 U.S.C. 632)); and

(2) does not have more than 600 employees.

(i) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated to the Administrator of the Maritime Administra-
tion for each of fiscal years 2006 through 2010 to carry out this sec-
tion—

(1) $5,000,000 for training grants; and

(2) $25,000,000 for capital and related improvement grants.

PART D—PROMOTIONAL PROGRAMS
CHAPTER 551—COASTWISE TRADE

See.

55110. Transportation of valueless material or dredged material.
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§55101. Application of coastwise laws

(a) IN GENERAL.—Except as provided in subsection (b), the coast-
wise laws apply to the United States, including the island terri-
tories and possessions of the United States.

(b) EXCEPTIONS.—The coastwise laws do not apply to—

(1) American Samoa;

(2) the Northern Mariana Islands, except as provided in sec-
tion 502(b) of the Covenant To Establish a Commonwealth of
the Northern Mariana Islands in Political Union With the
United States of America (48 U.S.C. 1801 note); or

4 (3) the Virgin Islands until the President declares by
proclamation that the coastwise laws apply to the Virgin Is-
lands.

k ok ok

§55105. Transportation of hazardous waste

k ok ok

(b) NONAPPLICATION TO CERTAIN FOREIGN VESSELS.—

k ok ok

(3) INSPECTION.—A vessel described in paragraph (1) shall be
inspected by the Coast Guard, regardless of whether inspected
by the nation in which it is registered. The inspection shall be
the same as would be required of a vessel of the United States,
including drydock inspection and internal examination of tanks
and void spaces. The inspection may be made concurrently
with an inspection by that nation or within one year after the
initial issuance or next scheduled issuance of the Safety of Life
at Sea Safety Construction Certificate. In making the inspec-
tion, the Coast Guard shall refer to the condition of the hull
and superstructure established by the initial foreign certifi-
cation as the basis for evaluating the current condition of the
hull and superstructure. The Coast Guard shall allow the sub-
stitution of fittings, material, apparatus, equipment, and appli-
ances different from those required for vessels of the United
States if satisfied they are equivalent and at least as effective
as those required for vessels of the United States. A satisfac-
tory inspection under this paragraph shall be certified in writ-
ing by the Seeretary of the department i which the Coast Guard is
operating Secretary of Homeland Security.
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§55110. Transportation of valueless material or dredged ma-
terial

k ok ok

Subtitle VI—Clearance, Tonnage Taxes, and
Duties
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CHAPTER 603—TONNAGE TAXES AND LIGHT MONEY

koK ook

§60301. Regular tonnage taxes

(a) LOWER RATE.—A tax is imposed at the rate of 2 eents per ton
{hut not more than a total of 10 eents per ton per yeary 4.5 cents per
ton, not to exceed a total of 22.5 cents per ton per year, for fiscal
years 2006 through 2010, and 2 cents per ton, not to exceed a total
of 10 cents per ton per year, for each fiscal year thereafter, at each
entry in a port of the United States of—

k ok ok

(b) HIGHER RATE.—A tax is imposed at the rate of 6 eents per ton
hut not more than a total of 30 eents per ton per yvear) 13.5 cents per
ton, not to exceed a total of 67.5 cents per ton per year, for fiscal
years 2006 through 2010, and 6 cents per ton, not to exceed a total
of 30 cents per ton per year, for each fiscal year thereafter, on a ves-
sel at each entry in a port of the United States from a foreign port
or place not named in subsection (a)(1).

k ok ok

Subtitle VII—Security and Drug Enforcement
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CHAPTER 703—MARITIME SECURITY

ko sk

§70306. Report on terrorist threats

(a) CONTENT.—Neot later than Febraary 28 of each year; the Seerctary
shall submit a report The Secretary shall submit an annual report to
Congress on the threat from acts of terrorism to United States
ports and vessels operating from those ports. The Secretary shall
include a description of activities undertaken under title I of the
Maritime Transportation Security Act of 2002 (Public Law 107-
295, 116 Stat. 2066) and an analysis of the effect of those activities
on port security against acts of terrorism.
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CHAPTER 705—MARITIME DRUG LAW ENFORCEMENT

k ok ok

§70502. Definitions

k ok ok

(d) VESSEL WITHOUT NATIONALITY.—
ok ok
fenees
(2) RESPONSE TO CLAIM OF REGISTRY.—The response of a for-
eign nation to a claim of registry under paragraph (1)(A) or (C)
may be made by radio, telephone, or similar oral or electronic

means, and is proved conclusively by certification of the Sec-
retary of State or the Secretary’s designee.

k ok ok

Public Law 109-304

SEC. 9. SUBTITLE VI OF TITLE 46.

ko sk

b Reprstazapron—Title 46 Fhnted Seates Codes is amended by re-
destettttite stbtte Y as subtte Y=
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SEC. 15. ADDITIONAL AMENDMENTS TO TITLE 46.

k ok ok

Title 46, United States Code, is amended as follows:

k ok ok

(10) In section 3205(d), strike “Secretary of the Treasury
shall withhold or revoke the clearance required by section 4197
of the Revised Statutes (46 App- B-5:6- 46 U.S.C. App. 91)” and
substitute “Secretary of Homeland Security shall withhold or
revoke the clearance required by section 60105 of this title”.

k ok ook

21 In seetion 61015 redesienate the seeond subsection (o) and sub-
section th as stthseetions ) and G respeetivels
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(30) In section 31325(b)(3)(B), strike “section 9 or 37 of the
Shipping Act, 1936 1916 (46 App. U.S.C. 808, 835)” and sub-
stitute “section 56101 or 56102 of this title”.

k ok ook

B3H Seettons FOHS and F0H9; as added by seetton 80Hw) of
the Coast Guard and Maritime Transportation et of 2004 (Publie
By 1083203 M Stat T05 5 are redesionated as seetions TOHE

(—B}Seeﬁam%@l&#aﬁe}%%&ééeébvseeﬁeﬁ%&%ef
steh Aet; are redestenated as seettons FOH20 and FOH21; respeetivelss
ath Hroved to appent Hteditels after seetion A9 of HiHe 455
Frtted States Code:
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SEC. 16. RECREATIONAL BOATING SAFETY TECHNICAL AMENDMENTS.

EE
(¢) CROSS REFERENCES.—
EE
sk ock ok
SEC. 19. REPEALS.
kock ok

Statutes at Large

Statutes at Large U.S. Code
(46 App. un-
Date gggggef;; Section Vol- less other-
Page wise speci-
fied)

1936
June 29 | 858 HIE T113 i | s | e 1279f
HH2 1114 s | i | e 1279g
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National Defense Authorization Act for
Fiscal Year 2006 (Public Law 109-163)

SEC. 515. REDESIGNATION OF THE NAVAL RESERVE AS THE NAVY RE-
SERVE.

(g) CONFORMING AMENDMENTS TO OTHER LAWS.—

k ok ok

Pce%eﬁ%—-aﬂ(-}
(—h—)bvs{-rﬂﬂ-rrﬂ “Naval Reserve™ i seetions 1303+4t¢3 and
1304 and mserting “Navy Reserve™

* ok %
SEC. 3502. PAYMENTS FOR STATE AND REGIONAL MARITIME ACAD-
EMIES-:

fb Al Pt —=section B30HB A of the Merehant Ma-
rire et F936 (46 Appr oot 1295t 18 amended by strikine
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23 b additre at the end the follovwhre:
“B) Fhe amount of the pavment to a State marttine academs
under this paraeraph shall neot exceed—
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SEC. 3507. TRANSFER OF AUTHORITY FOR TITLE XI NON-FISHING
LOAN GUARANTEE DECISIONS TO MARITIME ADMINIS-
TRATION.
H&b&%&ﬂﬂﬁ“—m%%&wfm&m—&e
retary or Administrater” m—
£ seetton HOHeR H; ahd foh
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“Hf deemed neeessary by the Seeretary or Admintstrator; the waiv-

2

e

é(—)bvehﬁﬂﬂg—éheﬂiefeﬁ%d—ﬁip&mgﬂﬁh%aﬁém

e “any stentfteant merease -
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amended—

4 b stitkine “fianeial stinetiess or other sk factors iden-
Hited by the Secretary or Sdmnisteator— H parsceraph 25 as
amended by subseetion (o) of this seetion; and hsertine “or finan-
el strretares?s

(—B-}bv%ﬂlﬂﬁ“—ﬁmﬁaﬂa%%m%%ﬂ%hefﬂﬂkf&%eﬁi&eﬁ
Hited by the Seeretary or Sdministeator— H paracraph 635 as
amended by subseetion (o) of this seetion; and hsertine “or finan-
et straetares? and

(—G)bv&(-}(-hﬂ“&tﬂ&eeﬁdﬂ-}efeﬁﬂw

53 2 third party thdependent adssis condieted wder parretraph
(—’-}ih&ﬂbepeﬁeﬂnedbvapﬂﬂﬁesee%efeweﬁmmmgeﬂehfﬁk

@&m%ﬁ%%%%w%ﬁ
atetded by strikine the hast sentenee and insertine “H the Seerets
ot Adttsteator has seatved o rearirentent thder seetton HHOA
the loan agreement shall melade requirements for additional payments;
eollateral; or equity contributions to meet such waived requirement
W%W%mmm%%m
finanetal eondition enables the obleor to meet the wwatved reere-
ment-

£ Seettonr HOEHH of saeh et (6 F54 dppr R0
s amended by stetking “The Seeretary of Transportation” and insert-
e “The Adtistator—

%&&m%e&%@h—&e&%&b—%%&f—)—)&m&e&%
striking “Seeretary of Transportatton” each place # appears and -
sertine “Admibisteator™

() CONFORMING CHANGES IN OTHER STATUTES.—

) Seetionr 40Ha) of the Ocean Shipptre Reform Aet of 1998 (46
56 App- 123ata)) 1s amended by striking “Seeretary of Transpor-
tatton— and msertine “Administeator of the Madtime Adnministeation™

%mmamm%%%%ﬁm
by thsertine “or the Administrator of the Maritime Administratton”
a#ef—éyeefe’eaﬁfl

%&%ﬁ%@%—?ef%he%&ﬂﬁme%e«ﬂﬁﬁﬁ%ﬁf%@@%%@%
sertine “Administrator of the Maritine Admintstration

(4) Section 3528 of the Maritime Security Act of 2003 (46
U.S.C. App. 1271 note) is repealed.

b PECHNTEAE CORRECTION 0F SECTION NEdBERENG—Tide NI ol the
Merehant Marine Aet; 1956 (46 H50: App: 127 et seq) 18 amended by
redestenating the seeond seetions HIE and 12, as added by seetion 305
of the Sustattable Fishertes et Puble v H429F 1O Stats 361H6% a5
seettons HHS and H14; respeetivel=

k ok ok

SEC. 3509. UNITED STATES MARITIME SERVICE.

sSeetton 13064 of the Marttime Bdueation and Frainine Aet of 1980 (46
T Appr 1295efeh s aniended by tsertine “and to perfortn funetons
to assist the Hnited States merehant matine; as determined necessary by
the Seeretarys” after “Hited States” the seeond place # appears:
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SEC. 3510. AWARDS AND MEDALS.

Section ofed of the Merchant Marine Decorations and Medals et (46
500 App- 2004¢h 18 amended by strikine “provide at eost; or aunthorize
for the manufactare and sale at reasonable prices by private persons—- and
",51' X E"E 77.

k ok ok

Deficit Reduction Act of 2005 (Public Law
109-171)

b ISNrENSIoN oF Drriss—=Section 36 of the Aet entitled =An et to
previde revente; eqtalize duties and enconrage the mdustries of the Hnited
States; and for other purpeses’; approved Aunenst 5; 1909 36 Stat: H;
46 ot Apps 120 s amended—

B by strikine “9 eents per ton” and all that follows throueh
220027 the first phree H appeats and Hisertie =5 eents pet totk not
to exeeed in the agereeate 22:5 eents per ton 1 any one year; for fiseal
vears 2006 throteh 200075 and

23 by strikitne “2F cents per ton— and o that folows throveh
220027 and msertitte 55 eetts per totr hot to execed 675 cents
per ton per annumy; for fiseal vears 2006 throueh 2010;=

) ConrorvNe AMENDMENTE—The Aet entitled “An Aet eoncernine
totitree ditties ofr vessels enterite otherwise than by sea™s approved Mereh
&M}@%Sﬁ%%%%w}oﬁ—ﬁm&e&hqﬂ—ﬂﬂﬂg—g
eents per ton” and all that follews threneh “and 2 eents” and imsertine
S eetts per totn Hot to execed i the nporeente 225 eetts per ton i

k ok ok

Coast Guard and Maritime Transportation
Act of 2006 (Public Law 109-241)

SEC: 303: CERTIFICATION OF VESSEL NATIONALITY IN DRUG SMUG-

mw&&wmwmmm&é@%
Appr H903{e 2 s amended by strikine the last two sentenees and msert-
tﬁéﬂiefeﬁewrﬁ%@hefﬁpeﬁ%ee{ﬁfefet@ﬁﬁaﬁeﬁﬁe&ehuﬁ&effe@%
mﬁefeleﬁreme%aﬂéﬁeeﬁéﬂ%ﬁekpfevedbveﬁﬁheﬁhﬁe#&e
Seeretary of State or the Seeretarss destonee

k ok ok

RINE ACADEMY:
F295hHH s aended—
) by strikine “and” at the end of paraeraph 25
{2 by strikine the pertod at the end of paragraph (33 and insertine
L oand™s and
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SEC: 308: REPORTS FROM MORTGAGEES OF VESSELS:
Seettonr 12120 of title 467 Hnited States Code; s amended by striking

SEG: 310: SETTING; RELOCATING; AND RECOVERING ANCHORS:
Seettonr 12305 of tide 46 Frited States Code; i aiended by addine ot
the end the folowe:
e Onby o vessel for swhieh o certifieate of doermentation with a rege-
istey endorsement 18 issted may eneage H—
AT the settne; reloeation; or reeovery of the anchors or other
B the teatsportation of teredandise or persottel to or from «
pottt Ht the Frted States from or to o mobile offshore detine wnit
loeated over the enter Continental Shelf that is not attached to the sea-
bed:
“2) Nethine 1 paragraph (1 aunthorizes the emplovment i the eoast-
wise trade of a vessel that dees not meet the requirements of seetton 12106
of this title =

k ok ok

SEC. 901. MISCELLANEOUS TECHNICAL CORRECTIONS.

k ok ok

e ets of Ferroristnt Report—seetion 005 of the Ommibts Piplotatie
Seetttty atd dtterrortst et of FO86 (6 Foss Apps 18602 100 Stat
%ﬁm&d%%ﬁﬂm@%ﬁ%&t&&m%%&%ﬁém

koK sk

SEC. 902. CORRECTION OF REFERENCES TO SECRETARY OF TRANS-
PORTATION AND DEPARTMENT OF TRANSPORTATION; RE-
LATED MATTERS.

k ok ok

%%%E&—G—Apﬁ%&ﬂfﬁﬁeﬁé@émﬂ&em&%ﬁf@ﬂwﬂ&e
ninth previse {pertatnine to transportation of a foreten-flag emeration ves-
seb by streifdne “Satistactory mspection shadt be eertified w wrttine by the
Seeretary of FPratsportation™ attd tsertie SSatisfretors tspeetion shadt be
certifteds H yertties by the Seeretars of Homeland Seenrtte">



54

ko sk

John Warner National Defense Authoriza-
tion Act for Fiscal Year 2007 (Public Law
109-364)

SEC. 1017. OBTAINING CARRIAGE BY VESSEL; CRITERION REGARDING
OVERHAUL, REPAIR, AND MANTENANCE OF VESSELS IN
THE UNITED STATES

ko sk

(b) COVERED VESSELS.—A vessel is a covered vessel of an offeror
under this section if the vessel is—
(1) owned, operated, or controlled by the offeror; and
(2) qualified to engage in the carriage of cargo in the coast-
Wise or non-contiguous trade under ‘*eef-}f)ﬁ 2—? of the Mei—ehﬁ-h{'
%%M%l%&eé@w%%%%w
802y sections 12112, 50501, and 55102 of title 46, United States
Code.

ook ok

SEC. 3505. UNITED STATES MERCHANT MARINE ACADEMY GRAD-
UATES: SERVICE
@WM%&MWM%
1936 6 54 Apps 1295bter 15 amended by addine ot the end the fol-
fosvehes

SEEHAD AR indivddual swho for the A-vear period followine eraduation
#ﬁm%heﬁm&eﬁﬁh%%ﬁeﬁﬂmﬂ%ﬁeﬁe&eﬁﬁeﬁeﬁ&%ﬁd&wm

%%%mwwwﬂwmﬁm
‘-}eﬁ%efeqﬂ-lfei-ﬁeﬁt‘s—

%&m%%%%&ﬁpﬁ%ﬁ%%%%ﬂp-
phes ondy to ahr tdivtdied who enrols as v endet at the Enited States Mer-
chatt Marite Neadenss and stens an aereetent whder paraeraph 5 of
that seetion; after the date of the enactment of this Aet:
SE&%UNITEDSTATESMERGI%&NTMINEAGADEMGRAD-
ING
REQUIREMENfP

o By GENERAE—Seetion B33 of the Merehant Marine Aets 1936

H@U—S—@%ﬁrl—?@ﬂh&%ﬁ%ﬂﬁh&ﬁﬂﬁﬁ%&h&é&m&ﬁ%ﬂweﬁéﬂ&e

%W&WWW@M%%M@W
m%%%&ﬂe&ﬂ&&e&%&&%%&e—&em&&
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“{) shall report the statas of eblieated serviee of an mdtviduat
eraduate of the Aeademy upon request of the Seeretarys and
S nres e thetr diseretion; noty the Seeretary of oy fathire
of the eradirte to perform the eradinte’s duties; either on aetive
ﬂ&te#a-l-le(-}%eeeﬁq-)hh
) Hpen reeeipt of sueh a report or notiee; sueh eraduate may be
eonstdered to be i defardt of the eraduate’s serviee oblieations by the
Seeretitys o stbject to ol renredies the Seeretats tay Bave with re-
ﬂaee’e%eeﬁehﬂde{h&&}ti
b Appheation—The amendment made by this seetion does not apply
swth respeet to ot aereettent entered Hito thder seetton 1305403 of the Mer-
chatrt Marite dets 1936 (6 s 1205hteh) before the dute of the ennet-

k ok ok

SEC. 3508. QUALIFYING RESERVE DUTY FOR RECEIPT OF STUDENT IN-
CENTIVE PAYMENTS:
Seettorr 13042} of title X of the Merehant Marine Aet; 1936 (46
50 Appr 1295¢efeH2)) 18 amended to read as follows:

ko sk

SEC. 3510. MISCELLANEOUS MARITIME ADMINISTRATION PROVI-
SIONS.

m%mm%mmw

H%}Nhﬁ*ﬁhﬂv—gﬁﬂ%%@%ﬁfﬁhe%ﬁehﬁﬁ%l\{&ﬂﬁeﬁﬁ—
F936 6 Foss Apps B8R 18 amended—
£ by strikine “Hpon the request of the Seeretary of Transpor-
tatton; the Seeretary of the Treasury may mvest or retnvest all or
any part of the fand 1 seearittes of the United States or i1 seen-
rittes enaratteed as to prinetpal and interest by the Hnited
Stetes/ o
(—b—)bvrn%eﬁiﬂg&ﬁef—teﬂieefed%ef%uehﬁrﬁdiﬂie#e}-
fowine: “Paviments of vetmn premivms, losses: settlements jade-
ments; and all habthttes enrred by the Hnited States under this
Hﬂe%hﬁﬂbemﬁ&efmﬂieﬂeh{fuﬁdﬂﬁe&ﬂh%hemmef
the Department of the Treasary"=
2) Erreerivs pATE—The amendments made by paraeraph
shall be effeetive as H enneted by seetton 3502 of the Ronald W-
Reacan National Pefense Anthorization Aet for Idseal Year 2005 (HR
sStat: 2495)
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tht RraHT o Fsi MaRFERHS ADMNISTRATION DECORATION—Section
Sﬁ%mmmmm%&%%—éﬁpﬁ
200 s atended by thisertite ot the Seeretary of Transportation— after
ALA'777.



